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PART 1 - FINAL BUDGET 


1.1 MAYOR’S SPEECH 


REFER TO THE ATTACHMENT 


1.2 COUNCIL RESOLUTIONS 

On the of 26 th May 2016 Council of Lepelle-Nkumpi Local Municipality met in the Council 
Chambers to consider the final budget of the municipality for the financial year 2016/17. The 
Council discussed the budget and the following resolutions were adopted: 

1 . The Council of Lepelle-Nkumpi Local Municipality, acting in terms of section 24 of the 
Municipal Finance Management Act, (Act 56 of 2003) approves and adopts: 


5 



1.1. The final budget of the municipality for the financial year 2016/17 and the multi-year 
and single-year capital appropriations as set out in the following tables: 

1.1.1. Budgeted Financial Performance (revenue and expenditure by standard 
classification) 

1.1.2. Budgeted Financial Performance (revenue and expenditure by municipal vote) 

1 .1 .3. Budgeted Financial Performance (revenue by source and expenditure by type 

1.1.4. Multi-year and single-year capital appropriations by municipal vote and standard 
classification and associated funding by source as contained Lepelle-Nkumpi Local 
Municipality 2016/17 Final budget and MTREF 

1.2. The financial position, cash flow budget, cash-backed reserve/accumulated surplus, 
assets management and basic service delivery targets are approved as set out in the 
following tables: 

1.2.1. Budgeted Financial Position 

1.2.2. Budgeted Cash Flows contained in Table 

1.2.3. Cash backed reserves and accumulated surplus reconciliation 

1.2.4. Asset management as 

1.2.5. Basic service delivery measurement 

2. The Council of Lepelle-Nkumpi Local Municipality, acting in terms of section 75A of the 
Local Government: Municipal Systems Act (Act 32 of 2000) approved budget with effect 
from 1 July 2016: 

2.1 . The tariffs for property rates 

2.2. The tariffs for solid waste services 

3. The Council of Lepelle-Nkumpi Local Municipality, acting in terms of 75A of the Local 
Government: Municipal Systems Act (Act 32 of 2000) Approved and adopts with effect 
from 1 July 2016 the tariffs for other services 

4. To give proper effect to the municipality’s final budget, the Council of Lepelle-Nkumpi 
Local 

Municipality approved: 

4.1. That cash backing is implemented through the utilization of a portion of the 
revenue generated from property rates to ensure that all capital reserves and 
unspent conditional grants are cash backed as required in terms of the 
municipality’ s funding and reserves as prescribed by section 8 of the Municipal 
Budget and Reporting Regulations 


S Executive Summary 


The application of sound financial planning and financial management principles are very 
critical in achieving the Municipality’s financial objectives 

The following were the challenges experience during the compilation of the 2016/17 
MTREF 
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• The ongoing difficulties in the national and local economy 

• Ageing and poorly maintained building and roads infrastructure 

• The need to reprioritise projects and expenditure within the existing limited 
resource taking into account the current cash flow limitations 

• Wage increases for municipal staff and need to fill critical vacancies 

• Increasing culture of non-payment of services esp. by household consumers 


The following budget principles and guidelines directly informed the compilation of the 
2016/17 MTREF 

• The 2015/2016 Adjustments budget priorities and targets, as well as the base line 
allocations contained in that Adjustments were used as the new baselines for the 
2016/17 final budget 

• Tariff and property rate increases should be affordable and should generally not 
exceed inflation as measured by the CPI, except where there are price increases 
in the inputs of services that are beyond the control of the municipality, for 
instance the cost of bulk water. In addition, tariffs need to remain or move 
towards being cost reflective, and should take into account the need to address 
infrastructure backlogs; 

• There will be no budget allocated to national and provincial funded projects 
unless the necessary grants to the municipality are reflected in the national and 
provincial budget and have been gazette as required by the annual Division of 
Revenue Act 

• There is a service level agreement for all the budget allocation of the Capricorn 
District municipality and Department of Roads and transport 


The following table is a consolidated overview of the proposed 2016/17 MTREF 

Table 1 Consolidated Overview of the 2016/17 MTREF 


Vote Description 

Current Year 2015/16 

2016/17 Medium Term Revenue & Expenditure Framework 

Original Budget 

Adjusted Budget 

Budget Year 
2016/17 

Budget Year +1 
2017/18 

Budget Year +2 
2018/19 







Total operating Revenue 

422 153 176.69 

434 608 608.06 

447 917 160.92 

457 520 873.92 

464 410 366.29 

Total operating Expenditure 

292 877 670.54 

293 874 265.14 

305 439 890.68 

301 647 857.31 

312 238 637.99 
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Surplus/fDeficit) for the year 

129 275 506.15 

140 734 342.93 

142 477 270.24 

155 873 016.62 

152 171 728.29 

Total Capital Expenditure 

129 612 150.00 

139 586 684.86 

142 477 270.24 

155 873 016.62 

152 171 728.29 


• Total operating revenue has grown by 3.06 percent or R13.3 million for the 
201 6/1 7 financial year when compared to the 2015/1 6 Adjustments Budget. For 
the two outer years, operational revenue will increase by 2.14 and 1.50 percent 
respectively. Total operating expenditure for the 2016/17 financial year has been 
appropriated at R305.4 million and translates into a budgeted surplus of R142.5 
million when compared to 2015/16 Adjustments Budget, operational expenditure 
has grown by 3.94 per cent in the 2016/1 7 budget and decrease by 1 .24 and 
increase 3.51 per cent for each of the respective outer years of the MTREF. The 
operating surplus for the two outer years gradually increased to R155.8 million 
and R152.2 million. These surpluses will be used to fund capital expenditure. 

• The capital budget of R142.5 million for 2016/17 has increased by 2.07 per cent 
when compared to the 2015/16 Adjustment Budget. The capital programme 
increased by 13.4million in the 2017/18 financial year and decreased by R3.7 
million in 2018/19. 


S Operating Revenue Framework 

For Lepelle-Nkumpi municipality to continue improving the quality of services provided to its 
citizens it needs to generate the required revenue. In these tough economic times strong 
revenue management is fundamental to the financial sustainability of every municipality. The 
reality is that we are faced with development backlogs and poverty. The expenditure 
required to address these challenges will inevitably always exceed available funding; hence 
difficult choices have to be made in relation to tariff increases and balancing expenditures 
against realistically anticipated revenues. 

The municipality’s revenue strategy is built around the following key components: 

• National Treasury’s guidelines and macroeconomic policy; 

• Growth in the Municipality and continued economic development; 

• Achievement of full cost recovery of specific user charges especially in relation to 
trading services; 

• Determining the tariff escalation rate by establishing/calculating the revenue 
requirement of each service; 

• The municipality’s Property Rates Policy approved in terms of the Municipal 
Property Rates Act, 2004 (Act 6 of 2004) (MPRA); 

• The municipality’s Indigent Policy and rendering of free basic services; and 
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The following table is a summary of the 2016/17 MTREF (classified by main revenue 
source): 

Table 2 Summary of revenue classified by main revenue source 


LIM355 Lepelle-Nkumpi - Table A4 Budgeted Financial Performance (revenue and expenditure) 


Description 

Ref 

2012/13 

2013/14 

2014/15 

Current Year 2015/16 

R thousand 

1 

Audited 

Outcome 

Audited 

Outcome 

Audited 

Outcome 

Original 

Budget 

Adjusted 

Budget 

Full Year 
Forecast 

Pr< 

auc 

outc 

e 

Revenue Bv Source 









Property rates 

2 

16 079 

19 222 

18 786 

20 037 

20 037 

20 037 

_ 

Property rates - penalties & collection charges 









Service charges - electricity revenue 

2 

- 

- 

- 

- 

- 

- 

- 

Service charges - water revenue 

2 

- 

- 

- 

- 

- 

- 

- 

Service charges - sanitation revenue 

2 

- 

- 

- 

- 

- 

- 

- 

Service charges - refuse revenue 

2 

4 324 

5 302 

5 661 

6132 

6132 

6 132 

_ 

Service charges - other 




405 





Rental of facilities and equipment 


156 

213 

218 

540 

567 

567 


Interest earned - external investments 


3 950 

3 867 

5 493 

5 259 

10 518 

10 518 


Interest earned - outstanding debtors 


1262 

(1 180) 

5 380 

4 928 

4 928 

4 928 


Dividends received 






- 

- 


Fines 


625 

893 

2 666 

7 968 

7 968 

7 968 


Licences and permits 


- 

- 



- 

- 


Agency services 


32 973 

44105 

54 502 

9 445 

9 445 

9 445 


Transfers recognised - operational 


130 061 

141 645 

169 001 

213 405 

214 816 

214 816 


Other revenue 

2 

1635 

1026 

2 586 

77 759 

77 962 

77 962 


Gains on disposal of PPE 



291 






Total Revenue (excluding capital transfers and 
contributions) 


191 066 

215 383 

264 699 

345 475 

352 374 

352 374 

- 
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Table 3 Percentage growth in revenue by main revenue source 


Description 



2016/17 Medium Term Revenue & Expenditure Framework 

R thousand 

Adjusted Budget 

percentage 

Budget Year 
2016/17 

percentage 

Budget Year 
+1 2017/18 

percentage 

Budget Year +2 
2018/19 

percentage 

Revenue Bv Source 








Property rates 

Service charges - refuse 

20 037 448.74 

5.69 

21 359 920.36 

5.39 

22 684 235.42 

5.64 

24 022 605.31 

5.92 

revenue 

6 132 379.55 

1.74 

6 537 116.60 

1.65 

6 942 417.82 

1.73 

7 352 020.48 

1.81 

Rental of facilities and 









equipment 

566 813.28 

0.16 

604 222.96 

0.15 

641 684.78 

0.16 

679 544.19 

0.17 

Interest earned - external 
investments 

10 517 962.75 

2.98 

11 212 148.29 

2.83 

11 907 301.49 

2.96 

12 609 832.28 

3.11 

Interest earned - outstanding 
debtors 

4 927 957.25 

1.40 

5 253 202.42 

1.33 

5 578 900.97 

1.39 

5 908 056.13 

1.46 

Dividends received 






- 



Fines 

7 968 153.60 

2.26 

8 494 051.74 

2.14 

9 020 682.95 

2.24 

9 552 903.24 

2.35 

Licences and permits 






- 



Agency services 

Transfers recognised - 

9 445 206.78 

2.68 

10 068 590.42 

2.54 

10 692 843.03 

2.66 

11 323 720.77 

2.79 

operational 

214 816 411.00 

60.96 

208 065 926.00 

52,48 

217 768 000.00 

54.15 

229 090 000.00 

56.43 

Other revenue 

77 961 910.12 

22.12 

124 855 982.13 

31,49 

116 941 807.46 

29.08 

105 408 683.90 

25.97 

Gains on disposal of PPE 









Total Revenue (excluding 
capital transfers and 
contributions) 

352 374 243.06 

100.00 

396 451 160.92 

100.00 

402 177 873.92 

100.00 

405 947 366.29 

100 


Table 3 Percentage growth in revenue by main revenue source 


In line with the formats prescribed by the Municipal Budget and Reporting Regulations, 
capital transfers and contributions are excluded from the operating statement, as inclusion of 
these revenue sources would misinform the calculation of the operating surplus/deficit. 
Revenue generated from rates and services charges forms only 7.04 percentage of the 
revenue of the Municipality because the Municipality depends mainly on grants. 

In the 2015/16 financial year, revenue from rates and services charges totaled R26.1 million 
or 7.43 per cent as calculated to the total revenue. This increases to R27.9 million, R27.9 
million and R31.4 million in the respective financial years of the MTREF. The above table 
excludes revenue foregone arising from discounts and rebates associated with the tariff 
policies of the Municipality 

Apart from Transfers recognized - operational which is about 52.48 percentage of the total 
revenue mix, other revenue is the largest own revenue source in 2016/17 financial period 
with 31 .49 percent. The second largest own sources is other which consists of various items 
such as town planning fees, building plan fees, clearance certificates, rental sign boards, 
tender documents etc. Municipality has been urged to review the tariffs of these items on an 
annual basis to ensure they are cost effective and market related. 

Operating grants and transfers totals R214.6 million in the 2015/16 financial year and 
steadily increases to R229.0 million by 2018/19. Note that the year-on-year growth for the 
2016/17 financial year is 52.48 per cent and increase to 54.15 and 56.43 percent in the two 
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outer years. The following table gives a breakdown of the various operating grants and 
subsidies allocated to the municipality over the medium term: 

Table 4 Operating Transfers and Grant Receipts 


LIM355 Lepelle-Nkumpi - Supporting Table SA18 Transfers and 
grant receipts 


Description 

Ref 

2012/13 

2013/14 

2014/15 

Current Year 2015/16 

2016/17 Medium Term Revenue & 
Expenditure Framework 

R thousand 


Audited 

Audited 

Audited 

Original 

Adjusted 

Full Year 

Budget Year 

Budget Year 

Budget Year 


Outcome 

Outcome 

Outcome 

Budget 

Budget 

Forecast 

2016/17 

+1 2017/18 

+2 2018/19 

RECEIPTS: 

1, 

2 










Ooeratinq Transfers and 

Grants 











National Government: 


127 957 

141 776 

165 453 

208 884 

208 884 

208 884 

205 638 

217 768 

229 090 

Local Government 











Equitable Share 


124 157 

138 190 

161 207 

204 754 

204 754 

204 754 

202 533 

215 623 

226 945 

Municipal Systems 











Improvement 


1741 

838 

934 

930 

930 

930 

- 

- 

- 

Finance Management 


800 

1550 

1600 

1675 

1675 

1675 

1810 

2 145 

2145 

EPWP Incentive 


1260 

1198 

1712 

1525 

1525 

1525 

1295 

- 

- 

Provincial 

Government: 


_ 

_ 

. 

_ 

328 

328 

. 

_ 

. 

LED Learnership Grant 






328 

328 

- 

- 

- 

District Municipality: 


2104 

. 

6 400 

2 933 

5 604 

5 604 

2100 

. 

. 

COM: Other grant 





- 

2 672 

2 672 

2100 

- 

- 

CDMlandfill Site 


2 104 

- 

6 400 

2 933 

2 933 

2 933 

- 

- 

- 

Other grant providers: 


_ 

. 

. 

_ 

_ 

. 

. 

_ 

. 

Total Operating Transfers 
and Grants 

5 

130 061 

141 776 

171 853 

211 817 

214 816 

214 816 

207 738 

217 768 

229 090 

Capital Transfers and 

Grants 











National Government: 


38 836 

24 064 

74 920 

62 128 

82 128 

82 128 

51 466 

55 343 

58 463 

Municipal 











Infrastructure Grant (MIG) 


34 836 

24 064 

69 920 

52 128 

72 128 

72 128 

51 466 

55 343 

58 463 

Other capital 











transfers/g rants [INEG] 


4 000 

- 

5 000 

10 000 

10 000 

10 000 




Other grant providers: 


_ 

350 

. 

. 

106 

106 

. 

_ 

. 

[CDM Other Grants] 



350 



106 

106 

- 

- 

- 

Total Capital Transfers 
and Grants 

5 

38 836 

24 414 

74 920 

62 128 

82 234 

82 234 

51 466 

55 343 

58 463 

TOTAL RECEIPTS OF 
TRANSFERS & GRANTS 


168 897 

166 190 

246 773 

273 945 

297 051 

297 051 

259 204 

273 111 

287 553 


Tariff-setting is a fundamental and strategic part of the compilation of any budget. 
When rates, tariffs and other charges were revised, local economic conditions, input 
costs and the affordability of services were taken into account to ensure the financial 
sustainability of the Municipality. 

National Treasury continues to encourage municipalities to keep increases in rates, 
tariffs and other charges as low as possible. Municipalities must justify in their budget 
documentation all increases in excess of the 6.6 percent upper boundary of the 
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South African Reserve Banks inflation target. Excessive increases are likely to be 
counterproductive, resulting in higher levels of non-payment. 

It must also be appreciated that the consumer price index, as measured by CPI, is 
not a good measure of the cost increases of goods and services relevant to 
municipalities. The basket of goods and services utilised for the calculation of the CPI 
consist of items such as food, petrol and medical services, whereas the cost drivers 
of a municipality are informed by items such as the cost of remuneration, bulk 
purchases of Municipality and water, petrol, diesel, chemicals, cement etc. 


The current challenge facing the Municipality is managing the gap between cost 
drivers and tariffs levied, as any shortfall must be made up by either operational 
efficiency gains or service level reductions. Within this framework the Municipality 
has undertaken the tariff setting process relating to service charges as follows. 

S Property Rates 

National Treasury continues to encourage municipalities to keep increases in 
property rates, tariffs for trading services and charges for other municipal own 
revenue sources within the parameters of the country’s inflation rate. Furthermore, 
municipalities must adopt a tariff setting methodology that achieves an appropriate 
balance between the interests of poor households and other customers while 
ensuring financial sustainability of the municipality. Demand management is 
becoming increasingly necessary as the country faces water shortages and an 
unstable electricity supply. The approach to tariff setting should consider all these 
factors and strive to achieve an equitable balance. 

It is anticipated that the cost of providing municipal services will grow at a faster rate 
than the transfers from national government. Resource scarcity will most likely 
increase the cost of bulk purchases in respect of water and electricity beyond the 
country’s inflationary targets. 

Furthermore, providing for free basic services in the case of poorer households must 
be carefully considered and, where some municipalities have opted to provide this 
benefit to ALL households, this may not be financially sustainable in the long-term. 
Where appropriate, a municipality should re-evaluate the costs and benefits of 
universal or targeted provision of free basic services subsidies, in order to protect 
their delivery to poor households in particular. At no point should the provision of 
these subsidies remove resources from programmes that will expand access to 
infrastructure services for presently un-served households. 

- Where municipalities do not have an adequate revenue base and where 
municipalities face a combination of challenges such as resource scarcity, 
high unemployment and slower than average economic growth, an aggressive 
approach to curbing non-core spending and improving operational efficiencies 
is strongly advisedNational Treasury continues to encourage municipalities to keep 
increases in property rates, tariffs for trading services and charges for other 
municipal own revenue sources within the parameters of the country’s inflation rate. 
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Furthermore, municipalities must adopt a tariff setting methodology that achieves an 
appropriate balance between the interests of poor households and other customers 
while ensuring financial sustainability of the municipality. Demand management is 
becoming increasingly necessary as the country faces water shortages and an 
unstable electricity supply. The approach to tariff setting should consider all these 
factors and strive to achieve an equitable balance. 

It is anticipated that the cost of providing municipal services will grow at a faster rate 
than the transfers from national government. Resource scarcity will most likely 
increase the cost of bulk purchases in respect of water and electricity beyond the 
country’s inflationary targets. 

Furthermore, providing for free basic services in the case of poorer households must 
be carefully considered and, where some municipalities have opted to provide this 
benefit to ALL households, this may not be financially sustainable in the long-term. 
Where appropriate, a municipality should re-evaluate the costs and benefits of 
universal or targeted provision of free basic services subsidies, in order to protect 
their delivery to poor households in particular. At no point should the provision of 
these subsidies remove resources from programmes that will expand access to 
infrastructure services for presently un-served households. 


Where municipalities do not have an adequate revenue base and where 
municipalities face a combination of challenges such as resource scarcity, high 
unemployment and slower than average economic growth, an aggressive approach 
to curbing non-core spending and improving operational efficiencies is strongly 
advised 

S Waste Removal and Impact of Tariff Increases 

The Municipality has the responsibility of waste removal for entire municipal area. 
Currently solid waste removal is operating in Lebowakgomo, Mathibela and other few 
villages surrounding Lebowakgomo. It is widely accepted that the rendering of this 
service should at least break even, which is currently not the case. 

The Municipality will have to implement a solid waste strategy to ensure that this 
service can be rendered in a sustainable manner over the medium to long-term. The 
main contributor to this deficit is increases in general expenditure such as petrol and 
diesel and the cost of remuneration. The Municipality’s landfill site is situated 10 km 
outside the collection areas. 

It is recommended that a comprehensive investigation into the cost structure of solid 
waste function be undertaken, and that this include investigating alternative service 
delivery models. The outcomes of this investigation will be incorporated into the next 
planning cycle. 

A 6 per cent increase in the waste removal tariff is proposed from 1 July 2016. Higher 

The following table compares current and proposed amounts payable from 1 July 
2016: 
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Table Comparison between current and proposed waste removal fees 


TARIFF STRUCTURE 2016-2017 

2015/2016 

2016/2017 

COMMUNITY SERVICES 


6% Increase 

REFUSE 




2015/2016 

2016/2017 

Residential 

38.93 

41.27 

Business 

739.99 

784.39 

Churches 

155.79 

165.13 

Hostels/Boarding houses 

778.94 

825.67 

Schools 

155.79 

165.14 

Government Institutions 

4 190.94 

4 442.40 

Industrial 

4 190.94 

4 442.40 

Shopping Complex 

8 308.67 

8 807.19 

Flats 

1 298.23 

1 376.12 

Hospitals 

4 258.19 

4 513.68 

lndigents(Self targeting-Urban) 

29.59 

31.36 

lndigents(Self targeting- Rural) 

25.00 

25.00 

TARIFF STRUCTURE 2016-2017 

2015/2016 

2016/2017 


5 Overall impact tariff increase on households 

The following table shows the overall expected impact of the tariff increases on a large 
and small household, as well as an indigent household receiving free basic services. 
Note that in all instances the overall impact of the tariff increases on household’s bills 
has been kept to between 6 percent, with the increase for indigent households closer to 

6 percent. 


S Operating Expenditure Framework 

The Municipality’s expenditure framework for the 2016/17 budget and MTREF is 
informed by the following: 

• Balanced budget constraint (operating expenditure should not exceed operating 
revenue) unless there are existing uncommitted cash-backed reserves to fund 
any deficit; 

• Funding of the budget over the medium-term as informed by Section 18 and 19 of 
the MFMA; 

• The capital programme is aligned to the asset renewal strategy and backlog 
eradication plan; 

• Operational gains and efficiencies will be directed to funding the capital budget 
and other core services; and 
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• Strict adherence to the principle of no budget no spending. 

• The following table is a high level summary of the 201 6/1 7 budget and MTREF 
(classified per main type of operating expenditure): 


LIM355 Lepelle-Nkumpi - Table A4 Budgeted Financial Performance (revenue and 
expenditure) 


Description 

Re 

f 

2012/13 

2013/14 

2014/15 

2016/17 Medium Term Revenue 
& Expenditure Framework 





R thousand 

1 

Audited 

Outcome 

Audited 

Outcome 

Audited 

Outcome 

Original 

Budget 

Adjusted 

Budget 

Full Year 
Forecast 

Budget Year 
2016/17 

Budget Year 
+1 2017/18 

Budget Year 
+2 2018/19 

Expenditure Bv Tvoe 

Employee related 
costs 

2 

54 649 

60 201 

70 249 

77 013 

83 403 

83 403 

88 442 

93 780 

100 251 

Remuneration of 
councillors 


14 015 

11906 

15 795 

18 134 

18 134 


18 134 

19 505 

20 909 

22 352 

Debt impairment 

3 

25 290 

- 

12 441 

29 557 

29 557 


29 557 

26 429 

23 861 

21743 

Depreciation & asset 
impairment 

2 

26 079 

32 325 

27 263 

35 179 

35 179 

35 179 

37 289 

39 601 

41 938 

Finance charges 


150 

54 

19 

26 

26 

26 

28 

30 

32 

Bulk purchases 

2 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Other materials 

8 

6 994 

2 660 

2 636 

18 748 

18 498 

18 498 

15 746 

14 741 

15 667 

Contracted services 


3 731 

2 553 

9 035 

20 389 

20 389 


20 389 

28 355 

12 077 

10 887 

Transfers and grants 


- 

- 

- 

- 

- 


- 

- 

- 

- 

Other expenditure 

5 

55 329 

56 330 

45 985 

93 831 

88 687 


88 687 

89 646 

96 650 

99 369 

Loss on disposal of 

PPE 




757 







Total Expenditure 


186 235 

166 029 

184 180 

292 878 

293 874 

293 874 

305 440 

301 648 

312 239 


Summary of operating expenditure by standard classification item 


The budgeted allocation for employee related costs for the 2016/17 financial year 
totals R88.4 million, which equals 28.96 per cent of the total operating expenditure. 
The South African Local Government Bargaining Council recently entered into a 
three-year Salary and Wage Collective Agreement for the period 01 July 201 5 to 30 
June 2018. The agreement reached is as follows: 

2015/16 Financial Year - 7 per cent 

2016/17 Financial Year - average CPI (Feb 2015 - Jan 2016) + 1 per cent 
2017/18 Financial Year - average CPI (Feb 2016 - Jan 2017) + 1 per cent 

Municipalities are advised to budget for the actual costs approved in accordance with 
the gazette on the Remuneration of Public Office Bearers Act: Determination of 
Upper Limits of Salaries, Allowances and Benefits of different members of municipal 
councils published on 21 December 201 5 by the Department of Cooperative 
Governance. 

The provision of debt impairment was determined based on an annual collection rate 
of 4 per cent and the Debt Write-off Policy of the Municipality. For the 201 6/1 7 
financial year this amount equates to R26.4 million and declines to R21.7 million by 
2018/19. While this expenditure is considered to be a non-cash flow item, it informed 
the total cost associated with rendering the services of the municipality, as well as 
the municipality’s realistically anticipated revenues. 
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Provision for depreciation and asset impairment has been informed by the 
Municipality’s Asset Management Policy. Depreciation is widely considered a proxy 
for the measurement of the rate asset consumption. 

Other material comprises of amongst others the materials for repairs and 
maintenance for roads and bridges, buildings, parks and gardens, vehicles, salaries 
of maintenance staff etc. For 2016/17 the appropriation for this group of expenditure 
totals R 15.7 million and compares 5.16 percent of the total operating expenditure. 

Contracted services have been identified to render service on behalf of the 
Municipality. In the 2016/17 financial year budget security services and professional 
fees. The expenditure totals R28.3 million and has decreased by 10.9 per cent. This 
major decrease was caused by the multi-year designs for capital projects as the 
municipality is planning forward to speed up service delivery. 

Other expenditure comprises of various line items relating to the daily operations of 
the municipality. This group of expenditure has also been identified as an area in 
which cost savings and efficiencies can be achieved, an increased has been made to 
other expenditure which is 29.04 percent of the total operating budget of 2016-2017, 
32.04 percent of 201 7-201 8 and 31 .82 percent of 201 8-201 9 operating budget. 
Further details relating to contracted services can be seen in Table MBRR SA1 (see 
the attached budget). 

- Included in the operating expenditure budget for the 2016/2017 is provision 
for bad debts amounting R26.4m and Depreciation amounting to R37.3m and 
Electricity project of R13.2m i.e 2016/2017, 2017/2018 and 2018/2019 
financial years respectively. 

Other Materials 

• Other materials include the employee’s allowances for maintenance staff and 
other repairs and maintenance materials. 

The following table gives a breakdown of the main expenditure categories for 
the 2016/17 financial year. 
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Expenditure By Type 
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80000 
60000 
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Capital expenditure 


The following table provides a breakdown of budgeted capital expenditure by vote: 

2016/17 Medium-term capital budget per vote 


LIM355 Lepelle-Nkumpi - Table A5 Budgeted Capital Expenditure by vote, standard classification and funding 


Vote Description 

Current Year 2015/16 

2016/17 Medium Term Revenue & Expenditure 
Framework 

R thousand 

Original 

Budget 

Adjusted 

Budget 

Budget 

Year 

2016/17 

Budget 
Year +1 
2017/18 

Budget Year +2 
2018/19 

Capital expenditure - Vote 

Multi-vear expenditure to be appropriated 






Vote 2- PLANNING AND DEVELOPMENT 

- 

- 

- 

- 

2 861 

Vote 3 - CORPORATE SERVICES 

9 724 

9 224 

15 170 

11800 

4150 

Vote 5 - COMMUNITY AND SOCIAL SERVICES 

7 000 

3 284 

1550 

5 300 

4 850 

Vote 6 - TECHNICAL SERVICES 

200 

200 

20 100 

41786 

81 129 

Capital multi-year expenditure sub-total 

16 924 

12 708 

36 820 

58 886 

92 990 

Sinale-vear expenditure to be appropriated 






Vote 2 - PLANNING AND DEVELOPMENT 

2 600 

132 

- 

- 

- 

Vote 3 - CORPORATE SERVICES 

13 033 

18 302 

8 750 

4 000 

- 

Vote 5 - COMMUNITY AND SOCIAL SERVICES 

27 455 

23 709 

26 400 

21700 

36 221 

Vote 6 - TECHNICAL SERVICES 

66 792 

80 429 

70 507 

71287 

22 961 

Capital single-year expenditure sub-total 

109 880 

122 571 

105 657 

96 987 

59 182 

Total Capital Expenditure - Vote 

126 804 

135 279 

142 477 

155 873 

152 172 


For 2016/17 an amount of R90,6million has been appropriated for the development of 
Transport and roads which represents 63.59 percent of the total capital budget. In the outer 
years this amount totals R1 13,0 million, 72.54 per cent and R1 04, 1 million, 68.40 per cent 
respectively for each of the financial years. Transport and roads receives the highest 
allocation when compares to other capital expenditure followed by community services by 
1 9.62 percent with an amount of 28million in 2016/1 7 by 1 7.33 percent in 201 7/1 8 financial 
period with an amount of 27 million and by 41 .m increased by 26.99 percent. 
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CAPITAL EXPENDITURE BY VOTE 
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v' Annual Budget Tables - Lepelle-Nkumpi Municipality 

See attached copy of A1 schedule which represents the ten main budget tables (Table A1 to Table 
A10) as required in terms of section 8 of the Municipal Budget and Reporting Regulations. These 
tables set out the municipality's 2016/17 budget and MTREF as approved by the Council. 

• Table A1 (10)- Budget Summary 

Explanatory notes to MBRR Table A1 - Budget Summary 

1 . Table A1 is a budget summary and provides a concise overview of the 
Municipality’s budget from all of the major financial perspectives (operating, 
capital expenditure, financial position, cash flow, and MFMA funding compliance). 

2. The table provides an overview of the amounts approved by Council for operating 
performance, resources deployed to capital expenditure, financial position, cash 
and funding compliance, as well as the municipality’s commitment to eliminating 
basic service delivery backlogs. 

3. Financial management reforms emphasize the importance of the municipal 
budget being funded. This requires the simultaneous assessment of the Financial 
Performance, Financial Position and Cash Flow Budgets, along with the Capital 
Budget. The Budget Summary provides the key information in this regard: 

a. The operating surplus/deficit (after Total Expenditure) is positive over the 
MTREF 

b. Capital expenditure is balanced by capital funding sources, of which 

I. Transfers recognized are reflected on the Financial Performance 

Budget; 

II. Internally generated funds are financed from a combination of the 

current operating surplus and accumulated cash-backed surpluses 
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from previous years. The amount is incorporated in the Net cash 
from investing on the Cash Flow Budget. The fact that municipality’s 
cash flow remains positive, and is improving indicates that the 
necessary cash resources are available to fund the Capital Budget. 

4. The Cash backing/surplus reconciliation shows that in previous financial years 
the municipality was not paying much attention to managing this aspect of its 
finances, and consequently many of its obligations are not cash-backed. This 
place the municipality in a very vulnerable financial position, as the recent slow- 
down in revenue collections highlighted. Consequently Council has taken a 
deliberate decision to ensure adequate cash-backing for all material obligations in 
accordance with the recently adopted Funding and Reserves Policy. This cannot 
be achieved in one financial year. But over the MTREF there is progressive 
improvement in the level of cash-backing of obligations. It is anticipated that the 
goal of having all obligations cash-back will be achieved by 2017/18, when a 
small surplus is reflected 


• Budgeted Financial Performance (revenue and expenditure by standard 
classification) 

Explanatory notes to MBRR Table A2 - Budgeted Financial Performance 
(revenue and expenditure by standard classification) 

Table A2 is a view of the budgeted financial performance in relation to revenue and 
expenditure per standard classification. The modified GFS standard classification 
divides the municipal services into 15 functional areas. Municipal revenue, operating 
expenditure and capital expenditure are then classified in terms if each of these 
functional areas which enables the National Treasury to compile ‘whole of 
government’ reports. 

The Total Revenue on this table includes capital revenues (Transfers recognized - 
capital) and so does not balance to the operating revenue shown on Table A4. 


Other functions that show a deficit between revenue and expenditure are being 
financed from rates revenues and other revenue sources reflected under the 
Corporate Services. 

• Table A3 (12) - Budgeted Financial Performance (revenue and expenditure by 
municipal vote) 

Explanatory notes to MBRR Table A3 - Budgeted Financial Performance 
(revenue and expenditure by municipal vote) 

1 . Table A3 is a view of the budgeted financial performance in relation to the 

revenue and expenditure per municipal vote. This table facilitates the view of the 
budgeted operating performance in relation to the organizational structure of the 
municipality. This means it is possible to present the operating surplus or deficit 
municipal vote. 
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Table A4 (13) - Budgeted Financial Performance (revenue and 
expenditure) 

Explanatory notes to Table A4 - Budgeted Financial Performance (revenue and 
expenditure) 

Total revenue excluding capital grants is R396 million in 2016/17, R402.2 million by 
2017/18 and R405.9 million. 

Revenue to be generated from property rates is R21.4 million in the 2016/17 financial 
year and increases to R24.0 million by 2017/18 which represents 5.39 percent of the 
operating revenue base of the municipality and therefore remains a significant 
funding source for the municipality. 


Other revenue like town planning fees, building plans, clearance certificates, income 
from Transnet houses, etc constitutes the biggest component of the revenue basket 
of the municipality totaling R1 24.9 million for the 201 6/1 7 financial year and 
decreased to R105.4 million by 2018/19. 

Transfers recognized - operating includes the local government equitable share and 
other operating grants from national and provincial government. The grants receipts 
from national government are growing rapidly over the MTREF by 52.48% per cent 
and 56.43% per cent for the two outer years when compared to the operating budget. 

Employee related costs and bulk purchases are the main cost drivers within the 
municipality 

Table A5(14) - Budgeted Capital Expenditure by vote, standard 
classification and funding source 

Explanatory notes to Table A5 - Budgeted Capital Expenditure by vote, 
standard classification and funding source 

Table A5 is a breakdown of the capital programme in relation to capital expenditure 
by municipal vote (multi-year and single-year appropriations); capital expenditure by 
standard classification; and the funding sources necessary to fund the capital budget, 
including information on capital transfers from national and provincial departments. 

The MFMA provides that a municipality may approve multi-year or single-year capital 
budget appropriations. In relation to multi-year appropriations, for 2016/17 R36.8 
million has been allocated for capital expenditure which totals 25.84 per cent. This 
allocation increases to R93 million in 2018/19 

The capital programme is funded from capital and national grants and transfers and 
internally generated funds from current year surpluses. For 2016/17, capital transfers 
totals R51.5 million and escalates to R58.5 million by 2017/18 
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Table A6( 15) - Budgeted Financial Position 
Explanatory notes to Table A6 - Budgeted Financial Position 

Table A6 is consistent with international standards of good financial management 
practice, and improves understandability for councilors and management of the 
impact of the budget on the statement of financial position (balance sheet). 

This format of presenting the statement of financial position is aligned to GRAP1, 
which is generally aligned to the international version which presents Assets less 
Liabilities as “accounting” Community Wealth. The order of items within each group 
illustrates items in order of liquidity; i.e. assets readily converted to cash, or liabilities 
immediately required to be met from cash, appear first. 

Table A6 is supported by an extensive table of notes SA3 which providing a 
detailed analysis of the major components of a number of items, including: 

• Call investments deposits; 

• Consumer debtors; 

• Property, plant and equipment; 

• Trade and other payables; 

• Provisions noncurrent; 

• Changes in net assets; and 

• Reserves 

The municipal equivalent of equity is Community Wealth/Equity. The justification is 
that ownership and the net assets of the municipality belong to the community. 

Any movement on the Budgeted Financial Performance or the Capital Budget will 
inevitably impact on the Budgeted Financial Position. As an example, the collection 
rate assumption will impact on the cash position of the municipality and subsequently 
inform the level of cash and cash equivalents at year end. Similarly, the collection 
rate assumption should inform the budget appropriation for debt impairment which in 
turn would impact on the provision for bad debt. These budget and planning 
assumptions form a critical link in determining the applicability and relevance of the 
budget as well as the determination of ratios and financial indicators. In addition the 
funding compliance assessment is informed directly by forecasting the statement of 
financial position. 


Table A9 (18)- Asset Management 

Explanatory notes to Table A9 - Asset Management 

Table A9 provides an overview of municipal capital allocations to building new assets 
and the renewal of existing assets, as well as spending on repairs and maintenance 
by asset class. 



LIM355 Lepelle-Nkumpi - Table A9 Asset 
Management 


Description 

R 

e 

f 

2012/13 

2013/14 

2014/15 

Current Year 2015/16 

2016/17 Medium Term Revenue & 
Expenditure Framework 

R thousand 


Audited 

Outcome 

Audited 

Outcome 

Audited 

Outcome 

Original 

Budget 

Adjusted 

Budget 

Full Year 
Forecast 

Budget Year 
2016/17 

Budget Year 
+1 2017/18 

Budget Year 
+2 2018/19 

CAPITAL EXPENDITURE 











Total New Assets 

1 

127 658 

27 605 

47 854 

123 807 

125 653 

125 653 

98 017 

144 873 

142 172 

Infrastructure - Road 
transport 


71 665 

7 959 

26 775 

61992 

69 429 

69 429 

52 147 

105 073 

94 090 

Infrastructure - Electricity 


16 335 

13 955 

- 

- 

- 

- 

- 

- 

- 

Infrastructure - Water 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Infrastructure - Sanitation 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Infrastructure - Other 


- 

- 

- 

2 600 

132 

132 

- 

- 

2 861 

Infrastructure 


88 001 

21 914 

26 775 

64 592 

69 561 

69 561 

52147 

105 073 

96 951 

Community 


17118 

4 955 

7199 

33 650 

24 259 

24 259 

27 950 

27 000 

41 071 

Heritage assets 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Investment properties 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Other assets 

6 

22 540 

737 

13 880 

25 565 

31 834 

31 834 

17 920 

12 800 

4150 

Agricultural Assets 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Biological assets 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Intangibles 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Total Renewal of Existina 

Assets 

2 


3 862 


5 805 

11 805 

11 805 

44 460 

11 000 

10 000 

Infrastructure - Road 
transport 


_ 

_ 

_ 

5 000 

11000 

11000 

36 860 

7 000 

10 000 

Infrastructure - Electricity 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Infrastructure - Water 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Infrastructure - Sanitation 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Infrastructure - Other 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Infrastructure 


- 

- 

- 

5 000 

11 000 

11 000 

36 860 

7 000 

10 000 

Community 


- 

3 862 

- 

805 

805 

805 

1600 

- 

- 

Heritage assets 

. 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Investment properties 

. 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Other assets 

6 

- 

- 

- 

- 

- 

- 

6 000 

4 000 

- 

Agricultural Assets 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Biological assets 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Intangibles 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Total Capital Expenditure 

Infrastructure - Road 
transport 

4 

71 665 

7 959 

26 775 

66 992 

80 429 

80 429 

89 007 

112 073 

104 090 

Infrastructure - Electricity 


16 335 

13 955 

- 

- 

- 

- 

- 

- 

- 

Infrastructure - Water 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Infrastructure - Sanitation 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Infrastructure - Other 


- 

- 

- 

2 600 

132 

132 

- 

- 

2 861 

Infrastructure 


88 001 

21 914 

26 775 

69 592 

80 561 

80 561 

89 007 

112 073 

106 951 

Community 


17118 

8 816 

7199 

34 455 

25 064 

25 064 

29 550 

27 000 

41 071 

Heritage assets 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Investment properties 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Other assets 


22 540 

737 

13 880 

25 565 

31 834 

31834 

23 920 

16 800 

4150 

Agricultural Assets 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Biological assets 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Intangibles 


- 

- 

- 

- 

- 

- 

- 

- 

- 

TOTAL CAPITAL 

EXPENDITURE - Asset class 

2 

127 658 

31467 

47 854 

129 612 

137 458 

137 458 

142 477 

155 873 

152 172 

ASSET REGISTER SUMMARY 
- PPE (WDV) 

5 










Infrastructure - Road 
transport 


176 922 

160 229 


258 040 

258 040 

258 040 

305 322 

323 031 

341 766 
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Infrastructure - Electricity 

Infrastructure - Water 

Infrastructure - Sanitation 

Infrastructure - Other 


92 814 

93 814 


166 266 

166 266 

166 266 




Infrastructure 


269 736 

254 043 

- 

424 306 

424 306 

424 306 

305 322 

323 031 

341 766 

Community 

Heritage assets 


160 324 

192 895 


121 006 

121 006 

121 006 

128 267 

135 706 

143 577 

Investment properties 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Other assets 


26 988 

36 923 


75 206 

75 206 

75 206 

79 718 

84 342 

89 233 

Agricultural Assets 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Biological assets 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Intangibles 


- 

- 

- 

- 

- 

- 

- 

- 

- 

TOTAL ASSET REGISTER 
SUMMARY - PPE (WDV) 

5 

457 049 

483 861 

_ 

620 518 

620 518 

620 518 

513 307 

543 078 

574 577 

EXPENDITURE OTHER ITEMS 











Depreciation & asset 
impairment 


26 079 

32 325 

27 263 

35 179 

35 179 

35 179 

37 289 

39 601 

41 938 

Repairs and Maintenance 

bv Asset Class 

3 

6 994 

2 660 

2 553 

18 748 

18 498 

18 498 

15 746 

14 741 

15 668 

Infrastructure - Road 











transport 


6 274 

447 

689 

11471 

11 471 

11471 

8 313 

8 867 

9 443 

Infrastructure - Electricity 


158 

225 

- 

2 043 

2 043 

2 043 

2 293 

2 439 

2 591 

Infrastructure - Water 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Infrastructure - Sanitation 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Infrastructure - Other 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Infrastructure 


6 432 

673 

689 

13 514 

13 514 

13 514 

10 606 

11306 

12 034 

Community 


5 

- 

- 

1 150 

950 

950 

200 

212 

224 

Heritage assets 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Investment properties 

6 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Other assets 

7 

557 

1987 

1864 

4 083 

4 033 

4 033 

4 940 

3 224 

3 410 

TOTAL EXPENDITURE OTHER 
ITEMS 


33 073 

34 985 

29 816 

53 926 

53 676 

53 676 

53 035 

54 342 

57 606 

Renewal of Existing Assets as 
%of total capex 

Renewal of Existing Assets as 


0.0% 

12.3% 

0.0% 

4.5% 

8.6% 

8.6% 

31.2% 

7.1% 

6.6% 

%of deprecn" 


0.0% 

11.9% 

0.0% 

16.5% 

33.6% 

33. 6% 

119.2% 

27.8% 

23.8% 

R&Masa%ofPPE 

Renewal and R&M as a % of 


1.5% 

0.5% 

0.5% 

3.0% 

3.0% 

3.0% 

2.2% 

1.9% 

1.9% 

PPE 


2.0% 

1.0% 

0.0% 

4.0% 

5.0% 

5.0% 

12.0% 

5.0% 

4.0% 


National Treasury has recommended that municipalities should allocate at least 40 
per cent of their capital budget to the renewal of existing assets, and allocations to 
repairs and maintenance should be 8 per cent of PPE. The municipality does not 
meets these recommendations because they do repair in house 

The above table provides an analysis between depreciation and operational repairs 
and maintenance over the MTREF. It highlights the Municipality’s strategy to address 
the maintenance backlog 
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PART 2 - SUPPORTING DOCUMENTATION 


2.1 Overview of the Annual Budget Process 

Section 53 of the MFMA requires the Mayor of the municipality to provide general 
political guidance in the budget process and the setting of priorities that must guide 
the preparation of the budget. In addition Chapter 2 of the Municipal Budget and 
Reporting Regulations states that the Mayor of the municipality must establish a 
Budget Steering Committee to provide technical assistance to the Mayor in 
discharging the responsibilities set out in section 53 of the Act. 

The Budget Steering Committee consists of the Municipal Manager and senior 
officials of the municipality meeting under the chairpersonship of the Finance 
portfolio. 

The primary aims of the Budget Steering Committee are to ensure: 

• that the process followed to compile the budget complies with legislation and 
good budget practices; 

• that there is proper alignment between the policy and service delivery 
priorities set out in the Municipality’s IDP and the budget, taking into account 
the need to protect the financial sustainability of municipality; 

• that the municipality’s revenue and tariff setting strategies ensure that the 
cash resources needed to deliver services are available; and 

• That the various spending priorities of the different municipal departments are 
properly evaluated and prioritized in the allocation of resources. 

s BUDGET PROCESS OVERVIEW 

In terms of section 21 of the MFMA the Mayor is required to table in Council ten 
months before the start of the new financial year (i.e. in August 201 1 ) a time 
schedule that sets out the process to revise the IDP and prepare the budget. 

v' CONTENT OF THE MUNICIPALITY IDP PROCESS PLAN 

This plan outlines the following: 

• Phases and activities of the IDP process 

• Structures that will manage the planning process and their respective roles 

• Public/community participation or involvement 

• Time schedule for the planning process 

• Roles and responsibilities for participants 

• Monitoring of the process 
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LEPELLE- NKUMPI MUNICIPALITY 


2015/16 FOR IDP/BUDGET/PMS PROCESS PLAN 


PHASES/STAGES OF THE IDP PROCESS 

The table below shows the phases/stages of the IDP process and activities entailed for 
the Review of 2015/16 IDP. 

INTRODUCTION 

Section 25 of the Municipal Systems Act stipulates that each council must, within a prescribed period after the 
start of its elected term, adopt a single, inclusive and strategic plan for the development of the municipality. 


Section 34 prescribes that a municipal council: 

(a) must review its integrated development plan- 

(i) annually in accordance with an assessment of its performance measurements in terms of 
section 41, and 

(ii) to the extent that changing circumstances so demand 

(b) may amend its integrated development plan in accordance with a prescribed process. 


Section 28 (1) of the Municipal Systems Act of 2000, stipulates that each municipal council must adopt a process 
set out in writing to guide the planning, drafting, adoption and review of its integrated development plan. 


This document therefore seeks to explain the process that council of Lepelle-Nkumpi is to undertake in preparing 
for its IDP and Budget for the 2016/17 financial year by reflecting on legislative framework, activities to be 
undertaken and dates and target groups/stakeholders and role players of the process. 


2. NATIONAL AND PROVINCIAL PLANNING POLICY AND LEGISLATIVE FRAMEWORK 
2.1. LIST OF NATIONAL AND PROVINCIAL BINDING LEGISLATIONS 


Category of Requirement 

Sector Requirement 

National Department 

Legislation/Policy 

Legal requirement for a 
district/local plan 

Water Services Development 

Plan 

Department of Water and Sanitation 

Water Services Act 

Integrated Transport Plan 

Department of Transport 

National Transport Bill 

Waste Management Plan 

Department of Environmental Affairs 

White Paper on Waste 
Management 
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Spatial planning requirements 

Department of Rural Development 
and Land Reform 

DFA 

Requirement for sector 
planning to be 
incorporated into IDP 

Housing strategy 

Human Settlements 

Housing Act (Chapter 4, 
Section 9) 

Local Economic Development 
Strategy 

Department of Cooperative 

Governance and Traditional Affairs 

Municipal Systems Act 


Integrated Infrastructure 

Planning 

Department of Cooperative 

Governance and Traditional Affairs 



Spatial framework 

Department of Rural Development 
and Land Reform. Department of 
Cooperative Governance and 
Traditional Affairs 

Municipal Systems Act, 

Spatial Planning and Land 

Use Management Act 

Requirement that IDP 
complies with 

National Environmental 
Management Act (NEMA) 
Principles 

Department of Environmental Affairs 

National Environment 
Management Act (107 of 

1998) 


Development Facilitation Act 
(DFA) Principles 

Department of Rural Development 
and Land Reform 

Development Facilitation Act 


Environmental Implementation 
Plans (EIPs) 

Department of Environmental Affairs 

National Environment 
Management Act (107 of 

1998) 


Environmental Management 

Plans (EMPs) 

Department of Environmental Affairs 

National Environment 
Management Act (107 of 

1998) 


2.2. LIST OF RELEVANT POLICIES AND PROGRAMMES 


POLICY/PROGRAM 

MES 

RESPONSIBLE 

DEPARTMENT 

SUBJECT MATTER 

National 

Development Plan 

President’s Office 

RSA’s vision 2030. 

Aims to eliminate poverty and reduce unemployment by uniting all South Africans, focusing 
on economic growth that is labour absorbing, building a capable and developmental state, 
and promoting active citizenry in development 

Key Economic Drivers, Job Creation, Infrastructure Investment, Low Carbon Economy, 
Rural Economy, Medium Term Strategic Framework 

New Growth Path 

Presidents Office 

A (macro-economic) strategy for rebuilding and restructuring the economy. 

Contents include fiscal policy; monetary and exchange rate policy; trade, industrial and 
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POLICY/PROGRAM 

MES 

RESPONSIBLE 

DEPARTMENT 

SUBJECT MATTER 



small enterprise policies; social and sectoral policies; public investment and asset 
restructuring; employment, wages and training; and policy coordination. 

Reconstruction & 
Development 
Programme (RDP) 

President’s Office 

Development planning and service delivery. 

Local Economic Development. 

Integrated 

Sustainable Rural 
Development 

Strategy (ISRDS) 

President’s Office 

The ISRDS is designed to realize a vision that will attain socially cohesive rural 
communities with viable institutions, sustainable economies and universal access to social 
amenities, able to attract and retain a skilled and knowledgeable people, who are equipped 
to contribute to growth and development. 

Urban Development 
Framework 

Department of 
Human 

Settlements 

Seeks to accommodate the growth and job creation orientation. It does so through the 
accommodation of the need to stimulate local economic development and enhanced global 
competitiveness of South African cities. 

Rural Development 
Framework (RDF) 

Department of 

Rural 

Development and 
Land Reform 

The RDF asserts a powerful poverty focus. It describes how government working with 
rural people aims to achieve a rapid and sustained reduction in rural poverty. 

Local Agenda (LA 

21) 

Department of 
Agriculture, 

Forestry and 
Fisheries & 
Department of 
Environmental 

Affairs 

Blueprint for Sustainable Development. 

Delivering basic environmental, social and economic services. 

Local level planning. 

Sustainable development of local urban settlements and communities. 

Limpopo 

Development Plan 
(LDP) 

Office of the 

Premier 

Placing the economy on a new growth path capable of delivering decent work and 
sustainable livelihoods. 

3. INSTITUTIONAL FRAM 

EWORK AND ROLES/RESPONSIBILITIES DURING THE IDP/BUDGET REVIEW 


PROCESS 


Structures 

Composition 

Terms of reference 

Municipal 

manager/IDP 

Manager 

Municipal Manager/ Planning 
Executive Manager/IDP Manager 

- Daily coordination and overall management of the planning process 

- Stakeholders’ involvement 

- Responsible for crafting of the IDP 

- Ensures that the planning process is participatory, strategic and 
implementation oriented and is aligned with sector planning requirements 

- Ensures proper documentation of the results of the planning of the IDP 
document 
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- Ensures time frames are adhered to 

- Ensures linkages between IDP priorities and budget processes 

- Chairs the IDP steering committee meetings 

IDP/Budget/PMS 

Steering 

Committee 

- Planning and LED Portfolio 
committee members/ Budget and 
Treasury Portfolio Chairperson, 
Infrastructure Cluster Portfolio 
Chairperson 

-Municipal Manager 

- Executive Managers 

- Provide relevant technical, sector and financial information and support for 
the review process. 

- Prepares the IDP/Budget/PMS review process plan 

- Summarizes and process inputs from public participation 

- Translation of broad community issues into priorities into outcome based 
programs and projects. 

-Responsible for drafting and monitoring of implementation of IDP and 
Budget 

- Provides inputs related to various stages of planning and budgeting 

- Proposes prioritization and sequencing of projects for implementation 

Proposes Draft IDP and Budget for adoption 

Municipal 

Council 

All Councilors 

-Considers and adopts the IDP/Budget/PMS review process plan 

- Responsible for the final adoption of the IDP, Budget and service delivery 
implementation plan 

Ward 

Councillors 

Councillors representing wards 

- Link municipal planning process to their wards 

- Organise public participation meetings 

- Ensure that annual Community/Ward Based Plans are linked to and based 
on the IDP process 

IDP 

representative 

forum 

-Residents’ Organisations 

-Sector departments 

- Ward committees 

- Executive committee members 

- Farming Community 

- Other stakeholder representative 

-Represent the interests of various constituencies in the IDP review process. 

- Ensure stakeholder inputs are included in the IDP process 

- Coordination and alignment in planning and service delivery 

- Monitor the performance of the planning and implementation process 


4. STAKEHOLDER CONSULTATIONS 

In terms of Municipal systems Act, the IDP review process should start ten months before the beginning of the 
financial year under review. 
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4.1 First Phase: September- October-November 


The first phase of the IDP/Budget review process allows the community to identify broader development needs 
and priorities. It also allows the community, together with other stakeholders, to input on the IDP analysis phase. 

During this phase deliberate efforts must be made to involve ward based organized/community 
structures/stakeholders/service providers, previously marginalised groups and broad community members 
through community based planning approach. Sector-based consultations will also be conducted during this 
phase to coordinate alignment in planning processes through an IDP Rep Forum. However, in compiling 2016/17 
IDP, the municipality will use the previous year ward consultation results while it awaits finalization of ward 
delimitations. 

4.2 Second Phase; April- May 

The phase will be characterized by comprehensive stakeholder consultations, policy review and public 
submissions. Public participation will be allowed for comments and inputs into the draft IDP and budget. It is 
therefore imperative to publish both draft IDP and budget prior to the commencement of the second phase of 
stakeholder consultations. 


4.3. Other Media for Public Participation 

The following mechanisms will also be used for public participation: 

Print Media 

National and Regional Newspapers and the municipal newsletter will be used to inform the community of the 
activities of process plan and even progress on implementation of the IDP. 


Radio Slots 

The local community radio stations and regional radio stations will be utilised to make public announcements and 
interviews about IDP process plan activities and progress on implementation. 


Municipal Website 

Municipal website will also be utilized to communicate and inform the community. Copies of the IDP and Budget 
will be placed on the website for people and service providers to download. 


5. Schedule of Activities and Time Table to be followed 


Tasks/Activities 

Lead Responsible 

Target date 

IDP / Budget/PMS review process plan is approved by council. 

Mayor 

28 August 2015 

Submit the Annual Financial Statement to Auditor General 

Municipal Manager/ Chief 
Financial Officer 

31 August 2015 
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Stakeholder consultation on situational analysis 

Mayor/ Speaker 

31 October 2015 

Receive the audit report on Annual Financial Statement from Auditor General. 

Municipal Manager/ Chief 
Financial Officer 

31 October 2015 

Prepare action/audit plan and to address and incorporate into the annual report 

Municipal Manager/ Chief 
Financial Officer 

30 November 

2015 

IDP Steering Committee Conducts Desktop Situational Analysis 

Planning and LED Executive 
Manager/ 

Municipal Manager 

31 October 2015 

Strategic planning session to review municipal objectives and strategies 

Mayor 

31 October 2015 

Budget offices of municipality determine revenue projections and proposed rate 
and service charges and drafts initial allocations to functions and departments 
for the next financial year after taking into account strategic objectives 

Municipal Manager/ Chief 
Financial Officer 

30 November 

2015 

Engages with Provincial and National sector departments on sector specific 
programmes for alignment with municipalities plans 

Municipal Manager/ Chief 
Financial Officer 

30 November 

2015 

Council approves 2015/16 Mid-Year and Performance Assessment Report 

Finalise and table2014/15 annual report to Council 

Mayor 

23 January 2016 

Council approves 2015/16 Adjustment Budget 

Municipal Manager/ Chief 
Financial Officer 

27 February 2016 

Strategic planning session to review municipal objectives and strategies and 
develop one year service delivery plan and MTREF budget. 

Mayor 

February 2016 

Preparations of departmental operational plans and SDBIP aligned to strategic 
priorities in IDP from other stakeholders including government and bulk 
providers 

Municipal Manager/ Chief 
Financial Officer 

February 2016 

Tabling of budget and budget related policies to council for review 

Mayor 

February 2016 

1st draft IDP / Budget reviewed for 2016/17 is tabled to council and public 
comments allowed 

Mayor 

February 2016 

Stakeholder consultation (with IDP/Budget representative 

forum/communities/traditional leaders/farm communities and business) on Draft 

Mayor/ Speaker 

March 2016 
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2016/17 IDP/Budget 



Adoption of reviewed IDP and budget for 2016/17 IDP/Budget by council 

Municipal Manager 

April 2016 

Submit copies of reviewed 2016/17 IDP / Budget to the MEC, National Treasury 
and Provincial Treasury 

Chief Financial Officer/ 
Municipal Manager 

April 2016 

Submit service delivery implementation plans and budget to the Mayor for 
approval. 

Municipal Manager 

April 2016 

2016/17 IDP/Budget and SDBIP are made public, including being put on 
municipal website. 

Municipal Manager 

April 2016 


6. COMMUNITY CLUSTER CONSULTATIVE MEETINGS 


WEEKEND DATE 

TIME 

VENUE 

CLUSTERED WARDS 

March 2016 

lOhOO 

Mahlatjane Hall 

27/28/29 

March 2016 

lOhOO 

Tooseng Hall 

13/19/20/21 

March 2016 

lOhOO 

Mamaolo Hall 

22/23/24/25/26 

March 2016 

lOhOO 

Mehlareng Hall 

1,2, 3, 4, 5, 6 

March 2016 

lOhOO 

Hlakano Hall 

7,8,9,10,11,12,14 

March 2016 

14h00 

Lebowakgomo High 

15/16/17/18 


7. IDP REP. FORUM MEETINGS 


DATE 

TIME 

VENUE 

February 2016 

llhOO 

Lebowakgomo Civic Hall 

April 2016 

llhOO 

Lebowakgomo Civic Hall 


8. TRADITIONAL LEADERS AND BUSINESS CONSULTATION MEETINGS 


Target Group 

DATE 

TIME 

VENUE 

Traditional Leaders 

March 2016 

llhOO 

Lebowakgomo 

Business 

March 2016 

llhOO 

Lebowakgomo 


9. IDP/BUDGET STEERING COMMITTEE MEETINGS 
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DATE 

TIME 

VENUE 

August 

lOhOO 

Lebowakgomo Civic Boardroom 

November 

lOhOO 

Lebowakgomo Civic Boardroom 

January 

lOhOO 

Lebowakgomo Civic Boardroom 

April 

lOhOO 

Lebowakgomo Civic Boardroom 


PUBLIC PARTICIPATION 

One of the main features about the integrated development planning process is the 
involvement of community and stakeholder organizations in the process. Participation of the 
affected and interested parties ensures that the I DP addresses the real issues that are 
experienced by the citizens of the municipality. The municipality will therefore: 

• Conduct stakeholder identification exercise 

• Ensure that the I DP representative Forum is the core structure that will provide direct 
representation of stakeholders in driving the IDP process 

• Ensure that every phase of the planning process should allow public debates, 
recommendations and/or decisions that will guide the Council in its independent 
decision-making platform 

• Arrange IDP meetings at a convenient venue and time 

• Ensure participation of marginalized groupings 


Areas of focus are in the identification of strategic development priorities as well as 
prioritizing resource allocation to programmes and projects. 


POWERS AND FUNCTIONS OF LEPELLE-NKUMPI LOCAL MUNICIPALITY 

Powers and functions conferred to the municipality are as provided for in the Provincial 
Notice of Establishment of Municipalities, notice 309 of 2000, Government Gazette 
no. 615/2000 and adjusted by the MEC for Local Government and Housing, in terms of 
Limpopo Provincial Government Gazette no. 878 of March 2003, where the following 
were transferred to Local Municipalities: 

• Building regulations 

• Billboards and the display of advertisements in public places 

• Local tourism 

• Municipal planning 

• Storm water management 

• Municipal parks and recreation 

• Municipal roads 

• Special programmes 

• Street lighting 

• Refuse removal, refuse dumps and solid waste 

• Traffic and licensing 
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LEGISLATIVE AND POLICY REQUIREMENTS 

In planning for the development of its area, Lepelle-Nkumpi Local Municipality will be guided 
by the following legislative provisions and national and policy framework documents that are 
applicable to local government: 

• Objectives of Local Government section 152 of the constitution 

• National Spatial Development Perspective(NSDP) 

• Limpopo Employment Growth and Development Plan (LEGDP) 

• Limpopo Provincial Spatial Rationale 

• The Key Performance Areas provided for in the Local Government Strategic Agenda 

• Medium Term Strategic Framework (MTSF) 

• Municipal Turnaround Strategy 

• Comprehensive Rural Development Plan 

• Manifesto of the Ruling Party 


MECHANISMS AND PROCEDURERS FOR ALIGNMENT 

Alignment is one of the core principles of Co-operative Governance as enshrined in 
chapter 3 of the Constitution. There are two types of alignments namely: 

• Horizontal alignment- ensures that planning processes and co-ordination are 
jointly done between Lepelle-Nkumpi and Capricorn District municipality 

• Vertical alignment- between the municipality and Sector Departments to ensure 
that the IDP is in line with the national and provincial policies, legislation and 
strategies. 


As provided for in Section 25 of the Municipal Systems Act 32/2000, the following 

milestones of alignment should be attained: 

• Budgeting process of the municipality should be aligned with the IDP process in 
the way that allocation would be informed by the priorities and objectives 
emanating from the IDP 

• National, Provincial Departments and District programmes or projects at the 
municipal level should be aligned with the municipal development priorities and 
objectives 

• All developmental Initiatives by ANYONE should only be approved on the basis 
that they find expression in the priorities and objectives of the IDP. 


2. 1.1.9. INTERGOVERNMENTAL STRUCTURES 


The following are some of the intergovernmental structures: 


Horizontal Alignment 

Vertical Alignment 

Mayors Forum 

Premier-Mayors Forum 

Portfolio Committees 

Provincial HOD Lekgotla 
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Speakers Forum 

Provincial Planners Forum 

IDP Representative Forum 

Cluster and Technical 

Committees 

Local Managers Forum 

District Planners Forum 

IDP Steering Committee 


Clusters and Technical 

Committees 



2.2. MONITORING AND EVALUATION OF THE PROCESS PLAN 

Lepelle-Nkumpi Local Municipality will be responsible for monitoring its own IDP/Budget 
Process Plan and ensure that is being followed as approved. The municipal IDP office must 
check and report compliance to intergovernmental structures and the District municipality for 
support interventions. This process will also be linked to the SDBIP reporting cycle as 
adopted by the Mayor. 

The 2016/17 MTREF has therefore been directly informed by the IDP revision process and 
the following tables provide a reconciliation between the IDP strategic objectives and 
operating revenue, operating expenditure and capital expenditure 

2.3. Overview of alignment of Annual Budget with IDP 

The Constitution mandates local government with the responsibility to exercise local 
developmental and cooperative governance. The eradication of imbalances in South African 
society can only be realized through a credible integrated developmental planning process. 

A municipal IDP provides a five year strategic programme of action aimed at setting short, 
medium and long term strategic and budget priorities to create a development platform, 
which correlates with the term of office of the political incumbents. 

The plan aligns the resources and the capacity of a municipality to its overall development 
aims and guides the municipal budget. An IDP is therefore a key instrument which 
municipalities use to provide vision, leadership and direction to all those that have a role to 
play in the development of a municipal area. The IDP enables municipalities to make the 
best use of scarce resources and speed up service delivery. 

Integrated developmental planning in the South African context is amongst others, an 
approach to planning aimed at involving the municipality and the community to jointly find the 
best solutions towards sustainable development. Furthermore, integrated development 
planning provides a strategic environment for managing and guiding all planning, 
development and decision making in the municipality. 

It is important that the IDP developed by municipalities correlate with National and Provincial 
intent. It must aim to co-ordinate the work of local and other spheres of government in a 
coherent plan to improve the quality of life for all the people living in that area. Applied to the 
Municipality, issues of national and provincial importance should be reflected in the IDP of 
the municipality. A clear understanding of such intent is therefore imperative to ensure that 
the Municipality strategically complies with the key national and provincial priorities. 
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The aim of this revision cycle was to develop and coordinate a coherent plan to improve the 
quality of life for all the people living in the area, also reflecting issues of national and 
provincial importance. One of the key objectives is therefore to ensure that there exists 
alignment between national and provincial priorities, policies and strategies and the 
Municipality’s response to these requirements. 

The national and provincial priorities, policies and strategies of importance include amongst 
others: 

o Updating baseline information to ensure sound decision-making in addressing 
service delivery gaps; 

o Meeting the national targets in terms of service provisioning; 
o Responding to key issues raised in the 2012 State of the Nation Address “growth 
and jobs creation”, the Province Address, “acceleration of service delivery and job 
creations” and the Municipal Mayor’s address 
o Aligning Sector Departments’ strategic plans to the municipality service delivery 
programmes; 

o Strengthening focused Community and stakeholder participation in the IDP 
processes; 

o Meeting targets in terms of the KPAs of the local government strategic agenda; 
o Responding to the Community priorities for 2012/16 as reflected in the matrix on 
pages 

o Responding to issues raised during the municipality Assessment (SWOT); 
o Updating and developing pending sector plans and programmes of the IDP 
o Revising the vision, mission, objectives, strategies, programmes and projects; and 
o Alignment of IDP, Budget and PMS activities, 
o Municipal Turn Around Strategy 
o National Key Priority Areas and the National Outcomes 


The Constitution requires local government to relate its management, budgeting and 
planning functions to its objectives. This gives a clear indication of the intended purposes of 
municipal integrated development planning. Legislation stipulates clearly that a municipality 
must not only give effect to its IDP, but must also conduct its affairs in a manner which is 
consistent with its IDP. 

The following table highlights the IDPs five strategic objectives for the 2016/17 MTREF and 
further planning refinements that have directly informed the compilation of the budget: 
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Reconciliation of IDP strategic objectives and budget (revenue) 


LIM355 Lepelle-Nkumpi - Supporting Table SA4 Reconciliation of IDP strategic objectives and budget (revenue) 


Strategic 

Goal 

2012/13 

2013/1 

2014/15 

Current Year 2015/16 

2016/17 Medium Term Revenue & 

Objective 

4 




Expenditure Framework 














Audited 

d 

Audited 

Original 

Adjusted 

Full Year 

Budget 

Year 

Budget 
Year +1 

Budget 
Year +2 

R thousand 


e 

Outco 

me 

Outcome 

Budget 

Budget 

Forecast 

2016/17 

2017/18 

2018/19 

Financial 

Revenue plan to support 

23 

24 

32 428 

107 139 

112 

112 

35 

37 

39 

Viability 

simplified IDP through 
property rates 
implementation, , Increase 
revenue base and rate of 

032 

399 



405 

405 

418 

614 

833 


collection of billed revenue 
from 20% to 50% by 2017 










improving 

Provision of 

78 


45 

87 

93 

93 

60 

62 

66 

access to 

electricity, access to 

021 

66 064 

423 

337 

084 

084 

108 

821 

383 

basic 

community and social 










services 

services, waste 
removal, roads and storm 
water and maintainance of 
Infrustructure. 










Community 

To improve road safety and 



2 

8 

8 

8 

12 

13 

13 

Safety 

law enforcement. And to 
attain road traffic 
compliance and animal 
care 

625 

972 

919 

521 

521 

521 

446 

218 

998 

Economic 

Ensuring that there is a 







2 



growth and 

clear structural plan that 

216 

216 

599 

158 

158 

158 

187 

599 

634 

develoment 

leads to sustainable job 










that leads to 

creation and enforcements 










sustainable 

of building regulations and 










job creation 

standards 










Institutional 

Improve Municiapl 

128 


216 

218 

220 

220 

337 

343 

343 

Transformati 

administration and financial 

008 

138 

212 

998 

440 

440 

758 

269 

563 

on & 

organisation 

al 

Developmen 

t 

Capability. 


573 




















229 

230 

297 

422 

434 

434 

447 

457 

464 



902 

225 

581 

153 

609 

609 

917 

521 

410 


LIM355 Lepelle-Nkumpi - Supporting Table SA5 Reconciliation of IDP strategic objectives and budget 
(operating expenditure) 


Strategic 

Objective 

Goal 

2012/13 

2013/14 

2014/15 

Current Year 2015/16 

2016/17 Medium Term Revenue & 
Expenditure Framework 

R thousand 


Audited 

Outcome 

Audited 

Outcome 

Audited 

Outcome 

Original 

Budget 

Adjusted 

Budget 

Full Year 
Forecast 

Budget Year 
2016/17 

Budget Year 
+1 2017/18 

Budget 
Year +2 
2018/19 

Financial Viability 

Expenditure plan to 
support simplified 

IDP. improve 
municipal 
administrative and 
financial capability 
through expenditure 
management by 
reviewing 
expenditure and 
credit control 

58 379 

7192 

44 714 

70 804 

69 938 

69 938 

69 575 

69 701 

70 308 
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management, asset 
and scm 











management. 










improving access 

Provision of 

50 905 

94 398 

36 412 

98 136 

93 994 

93 994 

85 350 

90 600 

93 302 

to basic services 

electricity, access to 
community and 
social 

services, waste 
removal, roads and 
storm water and 











maintaining 

Infrustructure 










Community 

To improve road 

45 

261 

1003 

580 

580 

580 

615 

653 

691 

Safety 

safety and law 
enforcement. And to 
attain road traffic 











compliance and 
animal care 










Economic growth 

Ensuring that there 

585 

696 

883 

2 489 

2 407 

2 407 

1770 

1880 

1991 

and develoment 

is a clear structural 










that leads to 

plan that leads to 










sustainable job 

sustainable job 










creation 

creation and 
enforcements of 











building regulations 
and standards 










Institutional 

Improve Municiapl 

76 321 

95 806 

101 169 

120 868 

126 956 

126 956 

148 129 

138 814 

145 947 

Transformation & 

administration and 










organisational 

Development 

financial Capability. 












186 235 

198 354 

184 180 

292 878 

293 874 

293 874 

305 440 

301 648 

312 239 


LIM355 Lepelle-Nkumpi - Supporting Table SA6 Reconciliation of IDP strategic objectives and budget (capital expenditure) 


Strategic 

Objective 

Goal 

2012/13 

2013/14 

2014/15 

Current Year 2015/16 

2016/17 Medium Term Revenue & 
Expenditure Framework 

R thousand 


Audited 

Outcome 

Audited 

Outcome 

Audited 

Outcome 

Original 

Budget 

Adjusted 

Budget 

Full Year 
Forecast 

Budget Year 
2016/17 

Budget Year 
+1 2017/18 

Budget Year 
+2 2018/19 

Financial 

Viability 

Expenditure plan 
to support 
simplified 

IDP. improve 

municipal 

financial 

capability through 
capita 

lexpenditure 
management by 
reviewing 
expenditure, asset 
and supply chain 
management.proc 
esses 










improving 
access to 
basic 
services 

Provision of 
electricity, access 
to community and 
social 

services, waste 
removal, roads 
and storm water 

116 807 

30 692 

33 974 

107 171 

112 641 

109 501 

115 957 

136 573 

139 322 


38 


Community 

and maintaining 
Infrustructure 

To improve road 

2 318 

38 


4 000 

4 204 

4 204 

2 600 

3 500 

5 839 

Safety 

Good 

safety and law 
enforcement. And 
to attain road 
traffic compliance 
and animal care 
Implement a 










Governance 
& Public 
Participation 

Economic 

differentiated 
approach to 
Municipal 
financing, 
planning and 
support through 
coordination 
support to ward 
committes and 
IDP/Budget 
Reviews. 

Ensuring that 



696 

2 600 

132 

132 



2 861 

growth and 
develoment 
that leads to 
sustainable 
job creation 

Institutional 

there is a clear 
structural plan 
that leads to 
sustainable job 
creation and 
enforcements of 
building 

regulations and 
standards 

Improve 

11 130 

2 850 

13 184 

13 033 

18 302 

18 302 

23 920 

15 800 

4150 

Transformati 
on & 

organisation 

al 

Development 

Municiapl 
administration 
and financial 
Capability. 










Total Capital Expenditure 

130 256 

33 580 

47 854 

126 804 

135 279 

132 139 

142 477 

155 873 

152 172 


Measurable Performance Objectives and Indicators 

Performance Management is a system intended to manage and monitor service delivery 
progress against the identified strategic objectives and priorities. In accordance with 
legislative requirements and good business practices as informed by the National 
Framework for Managing Programme Performance Information, the Municipality has 
developed and implemented a performance management system of which system is 
constantly refined as the integrated planning process unfolds. The Municipality targets, 
monitors, assess and reviews organizational performance which in turn is directly linked to 
individual employee’s performance. 

At any given time within government, information from multiple years is being considered; 
plans and budgets for next year; implementation for the current year; and reporting on last 
year's performance. Although performance information is reported publicly during the last 
stage, the performance information process begins when policies are being developed, and 
continues through each of the planning, budgeting, implementation and reporting stages. 

Reporting in the monitoring process also involves giving feedback about the progress of the 
project to the donors, implementers and beneficiaries of the project. 


39 


The planning, budgeting and reporting cycle can be graphically illustrated as follows: 



Figure Planning, budgeting and reporting cycle 

Monitoring is the regular observation and recording of activities taking place in a project or 
programme. Relevant data is gathered in an efficient and timely manner and in sufficient 
quantities to provide meaningful results after which it is processed to identify and categorize 
factors relevant to specific concerns. In monitoring, data should be analysed and the results 
displayed so that personnel can take appropriate actions. 

Monitoring which involves a process of routinely gathering information on all aspects of the 
objective, programme or project has been operationalised within the Lepelle-Nkumpi Local 
Municipality by making use of the SDBIP reporting to monitor quarterly progress towards 
targets as set out. Cascading the SDBIP further down to the departmental/sectional level will 
help Lepelle-Nkumpi Local Municipality to review performance quarterly and be able to take 
necessary steps to improve performance where performance targets are not met. 

Assessment is a process of measuring or quantifying the level of attainment or competence 
within a specified domain whereby scores are attached to see how well the theme, objective, 
programmes or projects have been achieved. On the other hand evaluation is determining of 
value, or the measurement of value added. The municipality needs to determine whether, or 
not, the programme or project adds value or is contributing to the organisation’s strategy. 

The performance information concepts used by the Municipality in its integrated performance 
management system are aligned to the Framework of Managing Programme Performance 
Information issued by the National Treasury: 
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Free Basic Services: basic social services package for indigent households 

The social package assists residents that have difficulty paying for services and are 
registered as indigent households in terms of the Indigent Policy of the Municipality. With the 
exception of water, only registered indigents qualify for the free basic services. 

For the 2016/17 financial year 430 registered indigents have been provided for in the budget 
with this figured increasing by 200% by 2017/18. In terms of the Municipality’s indigent policy 
registered households are entitled to 6kf fee water, R13.69 sanitation and as well as a 
discount on the value of their properties. 

Further detail relating to the number of households receiving free basic services, the cost of 
free basic services, highest level of free basic services as well as the revenue cost 
associated with the free basic services is contained in MBRR A10 (Basic Service Delivery 
Measurement 

Note that the number of households in informal areas that receive free services and the cost 
of these services (e.g. the provision of water through stand pipes, water tankers, etc) are not 
taken into account in the table noted above. 


Providing clean water and managing waste water 

Lepelle-Nkumpi Municipality is not the Water Services Authority but acts as a water service 
provider, 100 percent of the Municipality’s bulk water needs are provided by Lepelle 
northern water in the form of purified water. 

Overview of budget related-policies 

The Municipality’s budgeting process is guided and governed by relevant legislation, 
frameworks, Circulars, strategies and related policies. 

Review of credit control and debt collection procedures/policies 

• The Reviewed Collection Policy was applied by Council and adopted in May 2016, 
the policy is credible, sustainable, manageable and informed by affordability and 
value for money there has been no major changes to the previous adopted policy. In 
addition emphasis will be placed on speeding up the indigent registration process to 
ensure that credit control and debt collection efforts are not fruitlessly wasted on 
these debtors. 

• The 2016/17 MTREF has been prepared on the basis of achieving an average 
debtors’ collection rate on current billings. In addition the collection of debt in excess 
of 90 days has been prioritized as a relevant strategy in increasing the Municipality’s 
cash levels. In addition by targeting businesses and government institution. 

S Asset Management Policy 

• A proxy for asset consumption can be considered the level of depreciation each 
asset incurs on an annual basis. Preserving the investment in existing infrastructure 
needs to be considered a significant strategy in ensuring the future sustainability of 
infrastructure and the Municipality’s revenue base. 

S Budget Adjustment Policy 

• The adjustments budget process is governed by various provisions in the MFMA and 
is aimed at instilling and establishing an increased level of discipline, responsibility 
and accountability in the financial management practices of municipalities. To ensure 
that the Municipality continues to deliver on its core mandate and achieves its 
developmental goals, the mid-year review and adjustment budget process will be 
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utilized to ensure that underperforming functions are identified and funds redirected 
to performing functions. 

S Supply Chain Management Policy 

• The Supply Chain Management Policy was reviewed and adopted by council. 

■S Cash Management and Investment Policy 

• The Municipality’s Cash Management and Investment Policy were reviewed and 
adopted by the council. The aim of the policy is to ensure that the Municipality’s 
surplus cash and investments are adequately managed, especially the funds set 
aside for the cash backing of certain reserves. The policy details the minimum cash 
and a cash equivalent required at any point in time and introduces time frames to 
achieve certain benchmarks. 

S Tariff Policies 

• The Municipality’s tariff policies provide a broad framework within which the Council 
can determine fair, transparent and affordable charges that also promote sustainable 
service delivery. The policies envisaged to be compiled for ease of administration 
and implementation of the next two years. The policies contains all the municipal 
tariffs for property rates, water, sanitation and refuse removals excludes tariffs for 
electricity because Lepelle-Nkumpi Municipality does not sell electricity, the 
municipality is also not the water service Authority but water services provider, 
Municipality is selling water on behalf of the Capricorn District. 


S Indigent Policies 

• In terms of the Municipality’s Indigent policy, Households with a total monthly gross 
income of R3,500.00 or less qualifies to a subsidy on property rates and services 
charges for R13.69 sewerage and R31.36 refuse removal and will additionally 
receive 6 kl of water per month free of charge. 

S Property Rates Policy 

• Lepelle-Nkumpi council in adopting this rates policy has sought to give effect to the 
sentiments expressed in the preamble of the Property Rates Act, The Rates policy 
allows the municipality to exercise their power to impose rates within a statutory 
framework which enhance certainty, uniformity and simplicity across the nation, and 
which takes account of historical imbalances and the burden of rates on the poor. 

S Write off Policy 

• The policy is in accordance with the Local Government Municipal Finance 
Management Act 2003, Local Government Municipal Systems Act 2000, as 
amended and other related legislation. The Policy ensures that before any debt is 
written off it must be proved that the debt has become irrecoverable. 

S Travel and Subsistence Policy 

• The purpose of this policy is to reimburse the necessary extra costs of meals, 
accommodation and travel arising as results of official duties away from home. 
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Overview of budget assumptions 

S External factors 

• The 2016 Budget Review notes that since the tabling of the Medium Term Budget 
Policy Statement (MTBPS) in October 2015 the global economic crisis has 
deepened, exposing the depth of South Africa’s external vulnerabilities and the 
internal constraints that limit its potential for growth. Global conditions have exposed 
South Africa’s own economic weaknesses, with projected GDP growth revised down 
to 0.9 per cent for 2016 improving gradually to 1 .7 per cent in 201 7 and 2.4 per cent 
in 2018. 

• Job creation remains one of the most pressing concerns for the economy. Headline 
employment grew by 3.7 per cent in the first three quarters of 201 5. According to 
Statistics South Africa, 19 000 jobs were created in the formal sector and 273 000 in 
the informal sector in the first three quarters of 2015. The unemployment rate stood 
at 25.5 per cent in the third quarter of 201 5, with the number of South Africans 
categorised as long-term unemployed 5.7 per cent higher than in 2014. 


• Higher inflation and weaker employment growth will impact on the ability of all 
municipalities to generate and collect revenue on services, to keep expenditures 
within budgeted allocations, and to borrow to fund capital expenditure programmes 
at affordable rates. Therefore it is critical for municipalities to review how they 
conduct their business to ensure value for money is obtained in all their 
expenditures, that revenue administration systems are operating effectively, that 
borrowing programmes are realistic, and that creditors (including bulk service 
providers) continue to be paid timeously and in full 

2.6.2 General inflation outlook and its impact on the municipal activities 

There are five key factors that have been taken into consideration in the compilation of the 
2016/17 MTREF: 

• National Government macro-economic targets; 

• The general inflationary outlook and the impact on Municipality’s residents 
and businesses; 

• The impact of municipal cost drivers; 

• The increase in prices for bulk electricity and water; and 

The increase in the cost of remuneration. Employee related costs comprise 28.95 per cent 
of total operating expenditure in the 2016/17 MTREF and therefore this The South African 
Local Government Bargaining Council recently entered into a three-year Salary and Wage 
Collective Agreement for the period 01 July 2015 to 30 June 2018. The agreement reached 
is as follows: 

> 2015/16 Financial Year - 7 per cent 

> 2016/1 7 Financial Year - average CPI (Feb 2015 - Jan 2016) + 1 per cent 

> 2017/18 Financial Year - average CPI (Feb 2016 - Jan 2017) + 1 per cent 
Lepelle-Nkumpi Municipality have considered this Salary and Wage Agreement preparing 
their 2016/17 MTREF budgets 

Remuneration of councilors 

We’ve also considered the actual costs approved in accordance with the gazette on the 
Remuneration of Public Office Bearers Act: Determination of Upper Limits of Salaries, 
Allowances and Benefits of different members of municipal councils published on 21 
December 2015 by the Department of Cooperative Governance 
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Cost containment measures 

In the 2016 State of the Nation Address by the President, the cost containment measures 
announced by the Minister of Finance in 2013 were re-emphasised. It was highlighted that 
excessive and wasteful expenditure has been reduced, but there is still more to be done to 
cut wastage. 

Circular 80 was considered when budgeting for 2016/2017 MTREF. 

S Interest rates for borrowing and investment of funds 

• The MFMA specifies that borrowing can only be utilized to fund capital or refinancing 
of borrowing in certain conditions. The Municipality engages in a number of financing 
arrangements to minimize its interest rate costs and risk. However, the Municipality 
does not have long term loans. 

S Collection rate for revenue services 

• The base assumption is that tariff and rating increases will increase at a rate slightly 
higher that CPI over the long term. It is also assumed that current economic 
conditions, and relatively controlled inflationary conditions, will continue for the 
forecasted term. 

• The rate of revenue collection is currently expressed as a percentage of annual 
billings. Cash flow is assumed to be 77.79 per cent of billings, plus an increased 
collection of arrear debt from the implementation of collection and credit control 
policy. The performance of arrear collections will however only be considered a 
source of additional cash in-flow once the performance has been carefully monitored. 

S Growth or decline in tax base of the municipality 

• Debtor’s revenue is assumed to increase at a rate that is influenced by the consumer 
debtor’s collection rate, tariff/rate pricing, real growth rate of the Municipality, 
household formation growth rate and the poor household change rate. 

• Household formation is the key factor in measuring municipal revenue and 
expenditure growth, as servicing “households” is a greater municipal service factor 
than servicing individuals. Household formation rates are assumed to convert to 
household dwellings. In addition the change in the number of poor households 
influences the net revenue benefit derived from household formation growth, as it 
assumes that the same costs incurred for servicing the household exist, but that no 
consumer revenue is derived as the “poor household limits consumption to the level 
of free basic services, 

S Impact of national, provincial and local policies 

• Integration of service delivery between national, provincial and local government is 
critical to ensure focused service delivery and in this regard various measures were 
implemented to align IDPs, provincial and national strategies around priority spatial 
interventions. In this regard, the following national priorities form the basis of all 
integration initiatives: 

o Creating jobs; 

o Enhancing education and skill development; 
o Improving Health services; 
o Rural development and agriculture; and 
o Fighting crime and corruption. 
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• To achieve these priorities integration mechanisms are in place to ensure integrated 
planning and execution of various development programs. The focus will be to 
strengthen the link between policy priorities and expenditure thereby ensuring the 
achievement of the national, provincial and local objectives. 

S Ability of the municipality to spend and deliver on the programmes 

• It is estimated that a spending rate of at least 98 per cent is achieved on operating 
expenditure and 100 percent on the capital programme for the 2016/17 MTREF of 
which performance has been factored into the cash flow budget. 


S Overview of budget funding 

S Medium-term outlook: operating revenue 

The following table is a breakdown of the operating revenue over the medium-term: 


TABLE 27- Table A4 Budgeted Financial Performance (revenue and expenditure) 

LIM355 Lepelle-Nkumpi - Table A4 Budgeted Financial Performance (revenue and expenditure) 


Description 

2016/17 Medium Term Revenue & Expenditure Framework 


R thousand 

Budget Year 
2016/17 

percentage 

Budget Year +1 
2017/18 

percentage 

Budget Year +2 
2018/19 

percentage 

Revenue Bv Source 






Property rates 

21 359 920.36 

5.39 

22 684 235.42 

5.64 

24 022 605.31 

5.92 

Service charges - refuse revenue 

6 537 116,60 

1.65 

6 942 417.82 

1.73 

7 352 020.48 

1.81 

Rental of facilities and equipment 

604 222.96 

0.15 

641 684.78 

0.16 

679 544.19 

0.17 

Interest earned - external investments 

11 212 148.29 

2.83 

11 907 301.49 

2.96 

12 609 832.28 

3.11 

Interest earned - outstanding debtors 

5 253 202,42 

1.33 

5 578 900.97 

1.39 

5 908 056.13 

1.46 

Dividends received 




- 



Fines 

8 494 051.74 

2.14 

9 020 682.95 

2.24 

9 552 903.24 

2.35 

Licences and permits 




- 



Agency services 

10 068 590,42 

2.54 

10 692 843.03 

2.66 

11 323 720.77 

2.79 

Transfers recognised - operational 

208 065 926.00 

52.48 

217 768 000.00 

54.15 

229 090 000.00 

56.43 

Other revenue 

124 855 982.13 

31.49 

116 941 807.46 

29.08 

105 408 683.90 

25.97 

Gains on disposal of PPE 







Total Revenue (excluding capital transfers 
and contributions) 

396 451 160.92 

100.00 

402 177 873.92 

100.00 

405 947 366.29 

100.00 
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The following graph is a breakdown of the operational revenue per main category for 
the 2016/17 financial year. 


Operating Revenue 


21 B59 920.36 


124 855 982.13 



6 537- - _ 604 222.96 
116.6011212 S253 


.148.29 


202.42 


8 494 051.74 

10 068 590.42 


208 065 926.00 


■ Property rates 

■ Rental of facilities and equipment 

■ Interest earned - outstanding debtors 

■ Agency services 

■ Other revenue 


■ Service charges - refuse revenue 

■ Interest earned - external investments 

■ Fines 

■ Transfers recognised - operational 


S Breakdown of operating revenue over the 2016/17 MTREF 

Tariff setting plays a major role in ensuring desired levels of revenue. Getting tariffs right 
assists in the compilation of a credible and funded budget. The Municipality derives most of 
its operational revenue from the provision of goods and services such as rental of facilities 
and solid waste removal. Property rates, operating and capital grants from organs of state 
and other minor charges (such as building plan fees, licenses and permits etc). 

The revenue strategy is a function of key components such as: 

• Growth in the Municipality and economic development; 

• Revenue management and enhancement; 

• Achievement of annual collection rate for consumer revenue; 

• National Treasury guidelines; 

• Achievement of full cost recovery of specific user charges; 


47 


• Determining tariff escalation rate by establishing/calculating revenue requirements; 

• The Property Rates Policy in terms of the Municipal Property Rates Act, 2004 (Act 6 

of 2004) (MPRA), 

• And the ability to extend new services and obtain cost recovery levels. The above 

principles guide the annual increase in the tariffs charged to the consumers and the 
ratepayers aligned to the economic forecasts. 


The proposed tariff increases for the 2016/17 MTREF on the different revenue 
categories are: 

Proposed tariff increases over the medium-term 


TARRIFF STRUCTURE FOR LEPELLE-NKUMPI MUNICIPALITY FOR 2016/2017 




INFRASTRUCTURE 

DEPT 


2015/2016 

2016/2017 

water consumption 


Per Kiloliter 

Per Kiloliter 





Residential 


7.85 

8.40 

Business 


9.56 

10.20 

Churches 


9.56 

10.20 

Schools 


9.56 

10.20 

Government 

Institutions 


9.56 

10.20 

Industrial 


9.56 

10.20 

Shoping Complex 


9.56 

10.20 

Office Complex 


9.56 

10.20 

Hostels/Boarding 

houses 


9.56 

10.20 

Hospitals 


9.56 

10.20 

Indigents 


0-6kl Free 

0-6kl Free 

WATER 

CONSUMPTION 









2015/2016 

2016/2017 

0-6kl 

FREE 

FREE 

Residential 

7-1 5kl 

7.85 

8.40 


16-30kl 

11.78 

12.50 


31 -50kl 

19.63 

20.90 


51 -and more 

26.16 

27.90 

Businesses, Govt., 
Schools, Churches 





0-1 5kl 

9.56 

10.20 


16-30kl 

19.63 

20.90 


48 



31-1 OOkl 

26.16 

27.90 


101-more 

32.7 

34.80 






BASIC WATER 




2015/2016 

2016/2017 

Residential 

19.47 

100.00 

Business 

129.78 

100.00 

Churches 

19.47 

100.00 

Schools 

51.93 

100.00 

Government 

Institutions 

129.78 

100.00 

Industrial 

129.78 

100.00 

Shoping Complex 

129.78 

100.00 

Hostels/Boarding 

houses 

129.78 

100.00 

Office Complex 

129.78 

100.00 

Hospitals 

129.78 

100.00 

Indigents 

15.58 

100.00 

Residential no 
meter) 


70.00 

100.00 

Businesses (no 
meter) 


300.00 

100.00 




WATER 

CONNECTION 






2015/2016 

2016/2017 

Residential 


1 500.00 

1 600.00 

Business 


1 800.00 

1 900.00 

Churches 


1 500.00 

1 600.00 

Schools 


1 800.00 

1 900.00 

Government 

Institutions 


1 800.00 

1 900.00 

Industrial 


1 800.00 

1 900.00 

Shoping Complex 


1 800.00 

1 900.00 

Hostels/Boarding 

houses 


1 800.00 

1 900.00 

Office Complex 


1 800.00 

1 900.00 

Hospitals 


1 800.00 

1 900.00 





NEW 

CONNECTIONS 









For all sizes: Estimated cost plus 12% of such amount for 
administration costs 





SEWERAGE 
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2015/2016 

2016/2017 

Residential 


58.80 

62.60 

Business 


235.00 

250.40 

Churches 


45.22 

250.40 

Schools 


77.51 

250.40 

Government 

Institutions 


193.78 

250.40 

Industrial 


193.78 

250.40 

Shopping Complex 


193.78 

250.40 

Hostels/Boarding 

houses 


193.78 

250.40 

Office Complex 


193.78 

250.40 

Hospitals 


193.78 

250.40 

Indigents 


12.92 

13.69 






SEPTIC TANKS AND 
VIP TOILETS 



Cost Per 

Load(Domestic) 

308.50 

328.60 


Cost Per VIP toilet 

123.40 

131.40 


Cost Per kilometer 
travelled 

3.20 

3.40 





Public 

lnstitutions(schools, 
clinics, churches, 
creches, etc) 

Cost per Septic Load 

493.70 

525.80 


Cost per Kilometre 
travelled 

7.20 

7.60 





Business 

Cost per Septic Load 

739.10 

787.20 


Cost per Kilometre 
travelled 

8.50 

9.10 





Un metered stands 








Indigents 




Residential 



39.40 

Business 



696.60 

Churches 



197.20 

Schools 



696.60 

Mines 



6 966.20 

Commercial Farmers 



6 966.20 

Government 

Institutions 



6 966.20 

Industrial 



696.60 

Shopping Complex 



6 966.20 
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Hostels/Boarding 

Houses 



3 483.10 

Office Complex 



6 966.20 





SEWERAGE 

CONNECTION 






2015/2016 

2016/2017 

Residential 


590.00 

600.00 

Business 


950.00 

1 000.00 

Churches 


593.60 

600.00 

Schools 


950.00 

1 000.00 

Government 

Institutions 


950.00 

1 000.00 

Industrial 


950.00 

1 000.00 

Shoping Complex 


950.00 

1 000.00 

Hostels/Boarding 

houses 


950.00 

1 000.00 

Office Complex 


950.00 

1 000.00 

Hospitals 


950.00 

1 000.00 




DRAIN BLOCKAGE 




2015/2016 

2016/2017 

Residential 


100.00 

110.00 

Business 


420.00 

450.00 

Churches 


100.00 

110.00 

Schools 


650.00 

700.00 

Government 

Institutions 


420.00 

450.00 

Industrial 


420.00 

450.00 

Shoping Complex 


650.00 

700.00 

Hostels/Boarding 

houses 


650.00 

700.00 

Office Complex 


650.00 

700.00 

Hospitals 


650.00 

700.00 




WATER 





2015/2016 

2016/2017 

Re-connection fee 

During Working Hours: 
Normal Reconnection 

370.00 

131.40 


During Working Hours: 
Urgent Reconnection 
request 


262.90 


After Working Hours: 
Reconnection request 


262.90 





Disconnection fee 


200.00 

300.00 
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Stop Cock 

15mm 

75.00 

80.00 


Stop Cock 

20mm 

85.00 

90.00 

Special reading of meter on request by customer 

85.00 

90.00 

For re-reading of a meter on request by 
customer as a result of a dispute & a reading is 
confirmed 

130.00 

140.00 




HIRING OF 
MACHINERY 






2015/2016 

2016/2017 


Hiring oF Grader 

Per hour(exluding 
machine transportation 
costs)Calculated from 
place of departure and 
return 

650.00 

660.00 

Transportation within 25km, 501 
75km 100km radius is R 250. 00 
R 500. 00, R750.00 and RIOOO.t 
repectivety (rated within the 
municipality only) 

Front-end Loader 

Per hour(exluding 
machine transportation 
costs)Local is R250.00; 
Less than 25km is 
R350.00, more than 50 
km is R400.00 and 
R450.00 for more than 
50km. 

640.00 

650.00 

Transportation within 25km, 50i 
75km 100km radius is R250.00 
R 500. 00, R750.00 and RIOOO.t 
repectivety (rated within the 
municipality only) 

TLB 

Per hour(exluding 
machine transportation 
costs)Local is R250.00; 
Less than 25km is 
R350.00, more than 50 
km is R400.00 and 
R450.00 for more than 
50km. 

420.00 

420.00 

Transportation within 25km, 501 
75km 100km radius is R250.00 
R 500. 00, R750.00 and RIOOO.t 
repectivety (rated within the 
municipality only) 

Tipper Truck (6m3) 

Load Rubbish = Per 

Load 

650.00 

N/A 


Tipper Truck (6m3) 

Calculated per hour 

310.00 

590.00 

Tipper Truck (10m3) 

Calculated per hour 

390.00 

650.00 


Load Rubbles = 
Calculated Per Load 

850.00 

N/A 

Low Bed 

R22/km, for local is 

R2500 if less than 

50km return n/a 

n/a 


25 km loading and 
offloading 

n/a 

n/a 


Less than 50km- 
loading and offloading 

n/a 

n/a 

Grass Cutter Tractor 

R250. 00/hr Is cumulated 
From the Place of 
Depature and Return 

n/a 

n/a 

Stamper 

R250. 00/hr with Fulltank 
gasolin and must be 
returned with fulltank. 

n/a 

n/a 
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Bull dozer 

R500. 00/hr 

n/a 

n/a 


Soil/Sand 

R200.00 per m 3 

n/a 

n/a 

Roller 

Per day 


1 900.00 

Transportation within 25km, 50i 
75km 100km radius is R 250. 00 
R 500. 00, R750.00 and RIOOO.t 
repectively (rated within the 
municipality only) 

Excavators 

Per hour 


700.00 

Transportation within 25km, 501 
75km 100km radius is R250.00 
R 500. 00, R750.00 and RIOOO.t 
repectively (rated within the 
municipality only) 

Heavy Duty Air 
Compressor(New) 

Per hour 

250.00 

300.00 


Cherry Picker(New) 

Per hour 

250.00 

250.00 






2015/2016 

2016/2017 

GENERAL 




Penalty for 

Damages: 




Robot 


2 300.00 

2 500.00 

Street lights 


2 300.00 

2 500.00 

Robot light 


1 000.00 

1 100.00 

Road sign 


600.00 

650.00 

Water Meter 
Replacement 


600.00 

650.00 

Bridging of water 
meter 


12 000.00 

12 000.00 

Illegal Water 
Connection 


12 000.00 

12 000.00 

Special Meter 

Reading 

At the customers' 
request 


593.80 

Meter 

Repair(Defects) 


600.00 

600.00 

Road Reconstruction 
(New) 

Per Square meter 

90.00 

90.00 

Asphalt Road 

Reconstruction 

(New) 

Per Square meter 

210.00 

210.00 

Penalties are paid together with the cost for repair of the 
damaged product 
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TARIFF STRUCTURE 2016-2017 

2015/2016 

2016/2017 

COMMUNITY SERVICES 


6% Increase 

REFUSE 




2015/2016 

2016/2017 

Residential 

38.93 

41.2 

Business 

739.99 

784.2 

Churches 

155.79 

165.1 

Hostels/Boarding houses 

778.94 

825.6 

Schools 

155.79 

165.1 

Government Institutions 

4 190.94 

4 442.-1 

Industrial 

4 190.94 

4 442.4 

Shopping Complex 

8 308.67 

8 807.1 

Flats 

1 298.23 

1 376.1 

Hospitals 

4 258.19 

4 513.6 

lndigents(Self targeting-Urban) 

29.59 

31.2 

lndigents(Self targeting- Rural) 

25.00 

25 




Environmental Affairs 



Cutting of unwanted trees 

707.87 

750.6 

Debushing(Per Site) 

2 217.99 

2 500.6 

Penalty for Illegal Dumping 

5 000.00 

5 000 

Penalty for Illegal Dumping(Health Care Risk Waste and 
Hazardous waste) 

5 000.00 

5 300 

Dust bins(Mass Containers) 




2015/2016 

2016/2017 

Commercial Refuse(6m3 per bin) 

500.00 

500 

Rubble removal (6m3 per bin) 

700.00 

700 

Occasional Services 

500.00 

500 

Distance to be charged as per tariffs approved by Dept, of 
Transport 



85lt 

N/A 

N/A 

240lt two wheeler 

N/A 

N/A 

360lt four wheeler 

N/A 

N/A 







Disposal of food waste 

1 400.00 

1 500 

Rental of Skip Bins (per month) 

1 120.00 

N/A 

Rental of Skip Bins (per Day) 


250.6 

MUNICIPAL POUND FEES 




2015/2016 

2016/2017 

Impounded vehicle on the public road 

N/A 

N/A 

Light vehicle per day 

N/A 

N/A 

Heavy vehicle per day 

N/A 

N/A 

Impoundment of goods per day 

50.00 

60.6 
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Admin fee 

250.00 

300. C 

Vehicle towing fee light 

N/A 

N/A 

Vehicle towing fee heavy 

N/A 

N/A 

Salvaging of containers 

2 000.00 

2 500. C 

Impounded Animal on the Public Road 




2015/2016 

2016/2017 

Large Stock eg cattle, donkey 

150.00 

160. C 

Small Stock eg goat, sheep 

50.00 

60. C 




Noise Abatement and Prevention of Nuisance By-Law 




2015/2016 

2016/2017 

Application fee in terms of the by-law 

N/A 

N/A 

Application for closure of street(per day) 

200.00 

N/A 

Security for Street Closure(Refundable) 

500.00 

N/A 

Penalty in terms of contravention of by-law 

N/A 

N/A 




Land Fill Sites 




2015/2016 

2016/2017 

General waste in excess of 800kg 

Free 

Free 

General waste above 800kg 

R120.00 per kg 

R120.00 per kg 

Businesss Waste 

R250 per kg 

R270 per kg 

Industrial Waste 

R370.00 per kg 

R380.00 per kg 

Clean Compost material in excess of 1000kg 

Free 

Free 

Clean Compost material abovel 000kg 

R75.00 per kg 

Free 

Mixed waste(General and Garden) 

R120.00 per kg 

R120.00 per kg 

Mixed waste(Rubble and General) 

R270.00 per kg 

R120.00 per kg 

Clean Rubble and soil 

Free 

Free 

Sorted Recyclables 

Free 

Free 

Tyres 

R20.00 per kg 

R10.00 per kg 

Disposal of animal carcass(New) 



Large stock(cow, donkey, etc) 

230.00 

N/A 

Small Stock(goat, sheep, dog, cat, pig, poultry, etc) 

105.00 

N/A 

CEMETRIES 




2015/2016 

2016/2017 

Ga- Ledwaba 



Single grave(Resident) 

300.00 

300. C 

Single grave (Non resident) 

700.00 

700. C 

Paupers Grave 

800.00 

Free 

Children grave(As per the children's Act) 

170.00 

170. C 

Exhumation 

500.00 

500. C 

Reservation of grave 

4 500.00 

4 500. C 

New Cemetry 



Single grave(Resident) 

1 200.00 

1 200. C 

Double grave-lnterment(8ft) 

2 000.00 

2 000.C 

Single grave non residential 

1 500.00 

1 500. C 
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Paupers Grave 

800.00 

Free 

Children grave (As per the Children's act) 

500.00 

500. C 

Reservation of grave 

4 500.00 

4 500. C 

Exhumation 

500.00 

500. C 

Opening for the purpose of new burial in case of interment 

700.00 

700. C 

Burial of ashes 

300.00 

300. C 

Memorial wall 

1 500.00 

1 500. C 




FACILITIES 






Civic Hall Lebowakgomo 



Rental ( N.B Per Day not per function) 




2015/2016 

2016/2017 

The use of Civic Centre Hall for parties and weddings 



3 800.00 

3 800 

The use of Civic CentreHall for any function except parties 
and weddings 

1 800.00 

1 800 

The use of Civic Centre Hall for profit making 
function(festival, consert, Drama, etc) 

3 900.00 

4 200 

Security Fee(Overnight) - 

3 500.00 

3 500 

Security fee(During the Day) 

1 500.00 

1 500 




Cultural Centre 



Rental ( N.B Per Day not per function) 




2015/2016 

2016/2017 

The use of Cultural Centre for cultural activities 



689.00 

750 

The use of Cultural Centre for social gatherings 



583.00 

600 

Security Fee( For overnight ) 

689.00 

750 

Security Fee(During the day) 

583.00 

600 




Lebowakgomo Show Grounds 



Day functions ( Per Day not per function ) 




2015/2016 

2016/2017 

Main Hall 

N/A 

N/A 

Small Hall 

N/A 

N/A 

Outside stage 

N/A 

N/A 

Lapa Braai Area 

N/A 

N/A 

Main Hall with lapa 

N/A 

N/A 

Small Hall with lapa 

N/A 

N/A 

Rental of stalls per day(during show) 

N/A 

N/A 

Deposit 

N/A 

N/A 

Night functions 




2015/2016 

2016/2017 
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Main Hall 

N/A 

N/A 

Small Hall 

N/A 

N/A 

Outside stage 

N/A 

N/A 

Lapa Braai Area 

N/A 

N/A 

Main Hall with lapa 

N/A 

N/A 

Small Hall with lapa 

N/A 

N/A 

Deposit 

N/A 

N/A 




Softball Diamond Field 



Rental 

N/A 

N/A 

Deposit 

N/A 

N/A 







Community Halls(Rural) 




2015/2016 

2016/2017 

Mamaolo, Mahlatsane,Lesetse,Dithabaneng,Mogodi 
commuity halls (Daily) 

600.00 

600 


500.00 

500 

Use of community halls (During the night) 

1 200.00 

1 200 


700.00 

700 

Hlakano,Maijane and Mehlareng, Mogoto, Rafiri, Seloane, 
Mathabatha 

1 200.00 

1 200 


700.00 

700 

The use of community Halls by the community, Schools, 

Sports, Churches, Clubs, NGO, and other Cultural 

Organisation Per Day. 





The use of community Halls by the Government Organisation 
and other organisation Per Day. 





The use of the community halls by Business Per Day. 



Deposit Security Fee 

674.16 

700 

Use of Halls for weddings and festivals 

2 000.00 

2 000 







Club House (Lebowakgomo) 



Rental 




2015/2016 

2016/2017 

Club house for overnight functions 

1 908.00 

2 000 


2 120.00 

2 200 

Club house for any other event(Daily) 

848.00 

900 


742.00 

800 

The use of club house by the community members per Day. 





The use of community Halls by the Govrnment Organisation , 
NGO's, Sports Clubs and other organisations Per Day. 





The use by Businesses Per Day. 
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The use for Aerobics(per month) 

530.00 

560 

Deposit Security Fee 



The use for Profit making 

2 650.00 

2 800 

N.B. Above Tarrifs Exclude Festivals and any other 
paying events 






B. Sports Facilities 




2015/2016 

2016/2017 

Lebowakgomo Stadium 



Rental 



Professional Sports (i.e PSL & Other Leagues) and Music 
Festivals. 





Music Festivals 

3 000.00 

3 000 

Security Fee 

3 500.00 

3 500 

Prayer Service(Night) 

3 000.00 

3 000 

Security Fee 

3 000.00 

3 000 

Prayer Service(Daily) 

1 500.00 

1 500 

Security Fee 

1 500.00 

1 500 

Use for Non-proffesional soccer tournaments and 

Athletics 

1 000.00 

1 000 

Security Fee 

700.00 

700 

Use for any other Game/Event 

N/A 

N/A 

Deposit Security Fee 

1 400.00 

1 400 

Use of stadium for training per month 

1 300.00 

1 300 

Use of gardens for photos 

N/A 

N/A 

Soccer Practise (PerTwo(2) hours 

200.00 

200. C 

Athletics practise 

N/A 

N/A 

Use of tennis Court and other Sports Facilities(per month) 

200.00 

200 

Use of tennis and Volley ball court-per tournament 

350.00 

350 

Use of tennis and Volley ball court-per month(practice) 

200.00 

200 

All Afilliated Sports Bodies 

N/A 

N/A 

Proffessional Soccer Club(per annum)-For games 

5 000.00 

5 000 




NB: OVERNIGHT REFERS TO 18H00 TO 06H00 









MAFEFE TOURISM CAMP 

NEW 



2015/2016 

2016/2017 

Main Building(During the week) 

700.00 per day 

700.00 per day 

Main Building(Week-end) 

800.00 per day 

800.00 per day 

Conference centre(per day) 

400.00 per day 

400.00 per day 

Roundavels(During the week) 

200.00 per day 

200.00 per day 

Roundavels(Week-end) 

500.00 per day 

500.00 per day 
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Revenue to be generated from property rates is R21 million in the 2016/17 financial year and 
increases to R22 million by 2017/2018 and R24m 2018/19 which represents 5.39, 5.64 and 
5.92 percent respectively of the operating revenue base of the Municipality. It remains 
relatively constant over the medium-term. With the implementation of the Municipal Property 
Rates Act the basis of rating significantly changed. 


As the levying of property rates is considered strategic revenue source supplementary 
valuation process are conducted twice in a year, during December and June of every 
financial year. 

Services charges relating to refuse removal constitutes the vital component of the revenue 
basket of the Municipality totaling R6.5 million for the 201 6/1 7 financial year, increase to 
R6.9m IN 2017/2018 and increase to R7.3 million by 2018/19. For the 2016/17 financial year 
services charges amount to 2 per cent of the total revenue base and grows by 1 per cent per 
annum over the medium-term. 


Operational grants and subsidies amount to R208.0 million, R217.8 million and R229.0 
million for each of the respective financial years of the MTREF, or 52.48, 54. 1 5 and 56.43 
per cent of operating revenue. It needs to be noted that in real terms the grants receipts from 
national government are growing rapidly over the MTREF by 2 per cent for the two outer 
years. 

Rental of facilities and equipment contributes marginally to the revenue base of the 
Municipality with a budget allocation of R604, R642 and R680 for the respective three 
financial years of the 2015/16 MTREF. It needs to be noted that these allocations have been 
conservatively estimated and as part of the cash backing of reserves and provisions. The 
actual performance against budget will be carefully monitored. Any variances in this regard 
will be addressed as part of the mid-year review and adjustments budget. 


S Medium-term outlook: capital revenue 

The following table is a breakdown of the funding composition of the 2016/17 medium-term 
capital programme: 


Sources of capital revenue over the MTREF 



2016/17 Medium Term Revenue & Expenditure Framework 


Budget Year 
2016/17 

% 

Budget Year+1 
2017/18 

% 

Budget Year +2 
2018/19 

% 

Funded bv: 







National Government 

Provincial Government 

District Municipality 

Other transfers and grants 

51 466 000.00 

36.12 

55 343 000.00 

35.51 

58 463 000,00 

38.42 

Transfers recognised - capital 

51466 000.00 


55 343 000.00 


58 463 000.00 


Public contributions & donations 

Borrowing 

Internally generated funds 

91 011 270.24 

63.88 

100 530 016.62 

64.49 

93 708 728.29 

61.58 

Total Capital Funding 

142 477 270.24 

100.00 

155 873 016.62 

100.00 

152 171 728.29 

100.00 
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100 000 000.00 
90 000 000.00 
80 000 000.00 
70 000 000.00 
60 000 000.00 
50 000 000.00 
40 000 000.00 
30 000 000.00 
20 000 000.00 
10 000 000,00 


Source of Capita! Funding Internally 


generated funds, 
91011270.24 



Transfers recognised - capital Internally generated funds 


Figure above represent the Sources of capital revenue for the 2016/17 financial year 

Capital grants and receipts equates to 63.1 2 per cent of the total funding source which 
represents R51 .5 million for the 2016/17 financial year and steadily increase to R58.5 million 
or 38.42 per cent by 2018/19. Growth relating to internally generated funds receipts is 63.88 
per cent of the total funding source which represents R91.0 million for the 2016/17 financial 
year and steadily increase to R93.7 million or 61 .58 per cent by 201 8/1 9. 
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LIM355 Lepelle-Nkumpi - Table A7 
Budgeted Cash Flows 


Description 

R 

ef 

2012/13 

2013/14 

2014/15 

Current Year 2015/16 

2016/17 Medium Term Revenue & 
Expenditure Framework 



Audited 

Audited 

Audited 

Origina 

Adjuste 

Full 

Year 

Pre- 

audit 

Budget 

Budget 

Budget 

R thousand 


Outcom 

Outco 

1 

d 

Year 

Year+1 

Year +2 



e 

Outcome 

me 

Budget 

Budget 

Forecas 

t 

outc 

ome 

2016/17 

2017/18 

2018/19 

CASH FLOW FROM 

OPERATING ACTIVITIES 

Receipts 












Property rates, penalties & 


16 

19 

5 

18 

18 

18 


18 

19 

20 

collection charges 


079 

222 

305 

054 

054 

054 


054 

173 

304 



4 

5 

2 

3 

3 

3 


3 

3 

4 

Service charges 


324 

302 

668 

649 

649 

649 


649 

875 

104 



6 

46 

12 

89 

89 

89 




125 

Other revenue 


056 

237 

973 

500 

694 

694 


143 007 

136 219 

823 



130 

141 



213 





229 

Government - operating 

i 

061 

645 

202 491 

211817 

031 

213 031 


208 066 

217 768 

090 



38 

14 

32 

62 

62 

62 


51 

55 

58 

Government - capital 

i 

836 

841 

882 

128 

128 

128 


466 

343 

463 



3 

3 

6 

7 

12 

12 


15 

16 

17 

Interest 


950 

867 

033 

479 

738 

738 


373 

326 

289 

Dividends 









_ 

_ 

_ 

Payments 














(128 

(128 

(136 

(228 

(233 

(233 


(241 

(236 

(246 

Suppliers and employees 


812) 

173) 

380) 

115) 

379) 

379) 


564) 

230) 

487) 

Finance charges 




(19) 

(26) 

(26) 

(26) 


(28) 

(30) 

(32) 

Transfers and Grants 

i 








- 

- 

- 

NET CASH FROM/(USED) 


70 

102 



165 





208 

OPERATING ACTIVITIES 


494 

941 

125 953 

164 484 

888 

165 888 

- 

198 022 

212 444 

555 

CASH FLOWS FROM 

INVESTING ACTIVITIES 

Receipts 












Proceeds on disposal of PPE 
Decrease (Increase) in non- 









- 

- 

- 

current debtors 









- 

- 

- 

Decrease (increase) other 
non-current receivables 












Decrease (increase) in non- 
current investments 












Payments 














(98 

(18 

(41 

(129 

(137 

(137 


(142 

(155 

(152 

Capital assets 


779) 

505) 

079) 

612) 

685) 

685) 


477) 

873) 

172) 

NET CASH FROMZ(USED) 


(98 

(18 

(41 

(129 

(137 

(137 


(142 

(155 

(152 

INVESTING ACTIVITIES 


779) 

505) 

079) 

612) 

685) 

685) 

- 

477) 

873) 

172) 

CASH FLOWS FROM 

FINANCING ACTIVITIES 

Receipts 












Short term loans 

Borrowing long 









- 

- 

- 

term/refinancing 


323 

- 

554 

- 

- 

- 


- 

- 

- 

Increase (decrease) in 
consumer deposits 









_ 

_ 

. 

Payments 












Repayment of borrowing 












NET CASH FROMZ(USED) 
FINANCING ACTIVITIES 


323 

_ 

554 

_ 

_ 

_ 

_ 

_ 

_ 

_ 

NET INCREASE/ (DECREASE) 


(27 

84 

85 

34 

28 

28 


55 

56 

56 

IN CASH HELD 


962) 

436 

428 

872 

203 

203 

- 

545 

571 

383 

Cash/cash equivalents at the 


97 

318 



158 





328 

year begin: 

2 

906 

939 

108 379 

158 587 

587 

158 587 


216 175 

271 720 

291 

Cash/cash equivalents at the 


69 

403 



186 





384 

year end: 

2 

944 

374 

193 807 

193 459 

790 

186 790 

- 

271 720 

328 291 

674 
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Cash Flow Management 

Cash flow management and forecasting is a critical step in determining if the budget is 
funded over the medium-term. The table below is consistent with international standards of 
good financial management practice and also improves understandability for councilors and 
management. Some specific features include: 

o Clear separation of receipts and payments within each cash flow category; 
o Clear separation of capital and operating receipts from government, which also 
enables cash from “Ratepayers and other to be provided for as cash inflow based 
on actual performance. In other words the actual collection rate of billed revenue, 

• In addition the Municipality undertook an extensive debt collection process to boost 
cash levels. These initiatives and interventions have translated into a positive cash 
position for the Municipality. For the 2016/17 MTREF the budget has been prepared 
to ensure high levels of cash and cash equivalents over the medium-term with cash 
levels anticipated to exceed R216.2million by 2016/17 and steadily increasing to 
R384.6 million by 2018/19. 

S Cash Backed Reserves/Accumulated Surplus Reconciliation 

This following table meets the requirements of MFMA Circular 42 which deals with the 
funding of a municipal budget in accordance with sections 18 and 19 of the MFMA. The table 
seeks to answer three key questions regarding the use and availability of cash: 

• What are the predicted cash and investments that are available at the end of the 
budget year? 

• How are those funds used? 

• What is the net funds available or funding shortfall? 

A surplus would indicate the cash-backed accumulated surplus that was/is available. A 
shortfall (applications > cash and investments) is indicative of non-compliance with section 
1 8 of the MFMA requirement that the municipality’s budget must be “funded. Non- 
compliance with section 18 is assumed because a shortfall would indirectly indicate that the 
annual budget is not appropriately funded (budgeted spending is greater than funds 
available or to be collected). It is also important to analyse trends to understand the 
consequences, e.g. the budget year might indicate a small surplus situation, which in itself is 
an appropriate outcome, but if in prior years there were much larger surpluses then this 
negative trend may be a concern that requires closer examination. 


LIM355 Lepelle-Nkumpi - Table A8 Cash backed reserves/accumulated surplus reconciliation 


Description 

R thousand 

Ref 

2012/13 

2013/14 

2014/15 

Current Year 2015/16 

Audited 

Outcome 

Audited 

Outcome 

Audited 

Outcome 

Original 

Budget 

Adjusted 

Budget 

Full Year 
Forecast 

Pre-audit 

outcome 

Cash and investments available 

Cash/cash equivalents at the year end 

Other current investments > 90 days 

Non current assets - Investments 

1 

1 

69 944 

3 786 

403 374 
(294 

569) 

193 807 

(0) 

193 459 
(94 

159) 

186 790 
(87 

490) 

186 790 
(87 

490) 

- 

Cash and investments available: 


73 729 

108 806 

193 807 

99 300 

99 300 

99 300 

- 
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Application of cash and investments 









Unspent conditional transfers 


- 

- 

55 535 

- 

- 

- 

- 

Unspent borrowing 


- 

- 

- 

- 

- 

- 


Statutory requirements 

2 








Other working capital requirements 

3 

26 455 

(24 386) 

(199) 

(56 

944) 

(56 

939) 

(56 

939) 


Other provisions 









Long term investments committed 

4 

- 

- 

- 

- 

- 

- 

- 

Reserves to be backed by cash/investments 

5 








Total Application of cash and investments: 


26 455 

(24 386) 

55 336 

(56 

944) 

(56 

939) 

(56 

939) 

_ 

Surplus(shortfall) 


47 274 

133 192 

138 471 

156 244 

156 239 

156 239 

- 


From the above table it can be seen that the cash and investments available total R271 .7 
million in the 2016/17 financial year and progressively increase to R384.7 million by 2018/19, 
including the projected cash and cash equivalents as determined in the cash flow forecast. 
The following is a breakdown of the application of this funding: 

Unspent conditional transfers (grants) are automatically assumed to be an obligation as the 
municipality has received government transfers in advance of meeting the conditions. 
Ordinarily, unless there are special circumstances, the municipality is obligated to return 
unspent conditional grant funds to the national revenue fund at the end of the financial year. 

In the past these have been allowed to “roll-over and be spent in the ordinary course of 
business, but this practice has been discontinued. During the 2015/16 financial year the 
municipality was required to supply National Treasury with a detailed analysis of the unspent 
grants as well as an action plan of spending the grants. 

• The main purpose of other working capital is to ensure that sufficient funds are 
available to meet obligations as they fall due. A key challenge is often the mismatch 
between the timing of receipts of funds from debtors and payments due to employees 
and creditors. High levels of debtor non-payment and receipt delays will have a 
greater requirement for working capital, The Municipality didn’t experience any 
resulting in cash flow challenges in 2015/2016. 

For the purpose of the cash backed reserves and accumulated surplus reconciliation a 
provision equivalent to one month’s operational expenditure has been provided for. It needs 
to be noted that although this can be considered prudent, the desired cash levels should be 
60 days to ensure continued liquidity of the municipality. Any underperformance in relation to 
collections could place upward pressure on the ability of the Municipality to meet its creditor 
obligations. 


S Funding compliance measurement 

National Treasury requires that the municipality assess its financial sustainability against 
fourteen different measures that look at various aspects of the financial health of the 
municipality. These measures are contained in the following table. All the information comes 
directly from the annual budgeted statements of financial performance, financial position and 
cash flows. The funding compliance measurement table essentially measures the degree to 
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which the proposed budget complies with the funding requirements of the MFMA. Each of 
the measures is discussed below. 

v'' Funding compliance measurement 


UM355 Lepelle-Nkumpi Supporting Table SA10 
Funding measurement 





2012/13 

2013/14 

2014/15 


Current Year 2015/16 


2016/17 Medium Term Revenue & 
Expenditure Framework 

Description 

MFMA 

Ref 











section 

Audited 

Outcome 

Audited 

Outcome 

Audited 

Outcome 

Original 

Budget 

Adjusted 

Budget 

Full 

Year 

Forecast 

Pre- 

audit 

outcome 

Budget 

Year 

2016/17 

Budget 
Year +1 
2017/18 

Budget 
Year +2 
2018/19 



Fundinq measures 













Cash/cash equivalents at the 



69 

403 

193 

193 

186 

186 


271 

328 


year end - R'000 

18(l)b 

1 

944 

374 

807 

459 

790 

790 

- 

720 

291 

384 674 

Cash + investments at the yr 



47 

133 

138 

156 

156 

156 


322 

347 


end less applications - R'000 

18(l)b 

2 

274 

192 

471 

244 

239 

239 

- 

444 

294 

373 424 

Cash year end/monthly 
employee/supplier payments 

18(l)b 

3 

6.8 

49.2 

18.3 

12.2 

11.5 

11.5 

_ 

15,9 

20.2 

22.9 

Surplus/(Deficit) excluding 



43 

64 

113 

129 

140 

140 


142 

155 


depreciation offsets: R'000 

18(1) 

4 

667 

195 

401 

276 

734 

734 

- 

477 

873 

152 172 

Service charge rev % change 
- macro CPIX target exclusive 

18(l)a,(2) 

5 

N.A. 

14.2% 

(4.7%) 

(0.7%) 

(6.0%) 

(6.0%) 

(106.0%) 

0.6% 

0.2% 

(0.1%) 

Cash receipts % of Ratepayer 
& Other revenue 

18(l)a,(2) 

6 

46.4% 

101.7% 

23.2% 

87.7% 

87.7% 

87.7% 

0.0% 

93.0% 

92.3% 

91.5% 

Debt impairment expense as 
a % of total billable revenue 

18(l)a,(2) 

7 

124.0% 

0.0% 

50.1% 

112.9% 

112.9% 

112.9% 

0.0% 

94.7% 

80.5% 

69.3% 

Capital payments % of capital 
expenditure 

18(l)c;19 

8 

75.8% 

55.1% 

85.8% 

102.2% 

101.8% 

104.2% 

0.0% 

100.0% 

100.0% 

100.0% 

Borrowing receipts % of 
capital expenditure (excl. 
transfers) 

18(l)c 

9 

0.4% 

0.0% 

2.5% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

Grants % of Govt, 
legislated/gazetted allocations 

18(l)a 

10 








0.0% 

0.0% 

0.0% 

Current consumer debtors % 
change - incr(decr) 

18(l)a 

11 

N.A. 

38.6% 

102.0% 

(17.1%) 

0.0% 

0.0% 

(100.0%) 

6.0% 

5.8% 

5.8% 

Long term receivables % 
change - incr(decr) 

18(l)a 

12 

N.A. 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

R&M % of Property Plant & 
Equipment 

20(l)(vi) 

13 

1.5% 

0.5% 

0.5% 

3.0% 

3.0% 

3.0% 

0.0% 

2.2% 

1.9% 

1.9% 

Asset renewal % of capital 
budget 

20(l)(vi) 

14 

0.0% 

11.5% 

0.0% 

4.6% 

8.7% 

8.9% 

0.0% 

31.2% 

7.1% 

6.6% 


S Cash/cash equivalent position 

• The Municipality’s forecast cash position was discussed as part of the budgeted cash 
flow statement. A ‘positive cash position, for each year of the MTREF would 
generally be a minimum requirement, subject to the planned application of these 
funds such as cash-backing of reserves and working capital requirements. 

• If the municipality’s forecast cash position is negative, for any year of the medium 
term budget, the budget is very unlikely to meet MFMA requirements or be 
sustainable and could indicate a risk of non-compliance with section 45 of the MFMA 
which deals with the repayment of short term debt at the end of the financial year. 
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The forecasted cash and cash equivalents for the 2016/17 MTREF shows R271.7 
million, R328.2 million and R384.7 million for each respective financial year. 

S Cash plus investments less application of funds 

• The purpose of this measure is to understand how the municipality has applied the 
available cash and investments as identified in the budgeted cash flow statement. 

The detail reconciliation of the cash backed reserves/surpluses is contained in the 
budget; the reconciliation is intended to be a relatively simple methodology for 
understanding the budgeted amount of cash and investments available with any 
planned or required applications to be made. This has been extensively discussed 
above. 

S Monthly average payments covered by cash or cash equivalents 

• The purpose of this measure is to understand the level of financial risk should the 
municipality be under stress from a collection and cash in-flow perspective. 
Regardless of the annual cash position an evaluation should be made of the ability of 
the Municipality to meet monthly payments as and when they fall due. It is especially 
important to consider the position should the municipality be faced with an 
unexpected disaster that threatens revenue collection such as rate boycotts. Notably, 
the ratio has been increasing significantly for the period 2008/09 to 2010/11, moving 
from 15.9 to 22.9. As part of the 2016/17 MTREF the municipalities’ cash position 
causes the ratio to move upwards from 3.3, 3.2 and 4.4 for the outer years. As 
indicated above the Municipality aims to achieve at least one month’s cash coverage 
in the medium term, and then gradually move towards two months coverage. This 
measure will have to be carefully monitored going forward. 

S Surplus/deficit excluding depreciation offsets 

• The main purpose of this measure is to understand if the revenue levels are sufficient 
to conclude that the community is making a sufficient contribution for the municipal 
resources consumed each year. An adjusted surplus/deficit is achieved by offsetting 
the amount of depreciation related to externally funded assets. Municipalities need to 
assess the result of this calculation taking into consideration its own circumstances 
and levels of backlogs. If the outcome is a deficit, it may indicate that rates and 
service charges are insufficient to ensure that the community is making a sufficient 
contribution toward the economic benefits they are consuming over the medium term. 
For the 2016/17 MTREF the indicative outcome is a surplus of R142.5 million, 

R155.8 million and R152.2 million. It needs to be noted that a surplus does not 
necessarily mean that the budget is funded from a cash flow perspective and the first 
two measures in the table are therefore critical. 

S Property Rates/service charge revenue as a percentage increase less macro inflation 
target 

• The purpose of this measure is to understand whether the municipality is contributing 
appropriately to the achievement of national inflation targets. This measure is based 
on the increase in ..revenue, which will include both the change in the tariff as well as 
any assumption about real growth such as new property development, services 
consumption growth etc. 

• The factor is calculated by deducting the maximum macro-economic inflation target 
increase (which is currently 6 per cent). The result is intended to be an approximation 
of the real increase in revenue. From the table above it can be seen that the 
percentage growth totals 0.6 and 0.2 per cent for the respective financial year of the 
2016/17 to 2018/19 MTREF. 

S Cash receipts as a percentage of ratepayers and other revenue 
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• This factor is a macro measure of the rate at which funds are ..collected. This 
measure is intended to analyze the underlying assumed collection rate for the 
MTREF to determine the relevance and credibility of the budget assumptions 
contained in the budget. It can be seen that the outcome is at 93.0, 92.3 and 91 .5 per 
cent for each of the respective financial years which is 2016/17 to 2018/19. In 
addition the risks associated with objections to the valuation roll need to be clarified 
and hence the conservative approach, also taking into consideration the cash flow 
challenges experienced in the current financial year. This measure and performance 
objective will have to be meticulously managed. Should performance with the mid- 
year review and adjustments be positive in relation to actual collections of billed 
revenue, the adjustments budget will be amended accordingly? 

S Debt impairment expense as a percentage of billable revenue 

• This factor measures whether the provision for debt impairment is being adequately 
funded and is based on the underlying assumption that the provision for debt 
impairment (doubtful and bad debts) has to be increased to offset under-collection of 
billed revenues. The provision has been appropriated at 94.7, 80.5 and 69.3 per cent 
over the MTREF. Considering the debt incentive scheme and the municipality’s 
revenue management strategy’s objective to collect outstanding debtors of 90 days, 
the provision is not well within the accepted leading practice. 

S Capital payments percentage of capital expenditure 

• The purpose of this measure is to determine whether the timing of payments has 
been taken into consideration when forecasting the cash position. The municipality 
aims to comply with the legislative requirement that creditors be paid within 30 days. 

S Borrowing as a percentage of capital expenditure (excluding transfers, grants and 
contributions) 

• The purpose of this measurement is to determine the proportion of a municipality’s 
„own-funded capital expenditure budget that is being funded from borrowed funds to 
confirm MFMA compliance. Externally funded expenditure (by transfers/grants and 
contributions) has been be excluded. It can be seen that borrowing equates to 0 per 
cent of own funded capital. The municipality does not borrow money from external 
stakeholders 

S Transfers/grants revenue as a percentage of Government transfers/grants available 

• The purpose of this measurement is mainly to ensure that all available transfers from 
national and provincial government have been budgeted for. A percentage less than 
100 per cent could indicate that not all grants as contained in the Division of Revenue 
Act (DoRA) have been budgeted for. The Municipality has budgeted for all transfers. 

S Consumer debtors change (Current and Non-current) 

• The purpose of these measures is to ascertain whether budgeted reductions in 
outstanding debtors are realistic. There are 2 measures shown for this factor; the 
change in current debtors and the change in long term receivables, both from the 
Budgeted Financial Position. Both measures show a relatively stable trend in line 
with the Municipality’s policy of settling debtor’s accounts within 30 day 

S Repairs and maintenance expenditure level 

• This measure must be considered important within the context of the funding 
measures criteria because a trend that indicates insufficient funds are being 
committed to asset repair could also indicate that the overall budget is not credible 
and/or sustainable in the medium to long term because the revenue budget is not 
being protected. Details of the Municipality’s strategy pertaining to asset 
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management and repairs and maintenance are contained in Table SA34C. the 
budget is not sufficient is 2. 2, 1.9 and 1.9 below national treasury guideline. 


S Asset renewal/rehabilitation expenditure level 

• This measure has a similar objective to aforementioned objective relating to repairs 
and maintenance. A requirement of the detailed capital budget (since MFMA Circular 
28 which was issued in December 2005) is to categorise each capital project as a 
new asset or a renewal/rehabilitation project. The objective is to summarise and 
understand the proportion of budgets being provided for new assets and also asset 
sustainability. A declining or low level of renewal funding may indicate that a budget 
is not credible and/or sustainable and future revenue is not being protected, similar to 
the justification for„repairs and maintenance budgets 


S Expenditure on grants 

• MBRR Table SA19 Expenditure on transfers and grant programme 


LIM355 Lepelle-Nkumpi - Supporting Table SA19 Expenditure on transfers and grant programme 


Description 

R thousand 

Ref 

2012/13 

2013/14 

2014/15 

Current Year 2015/16 

2016/17 Medium Term Revenue & 
Expenditure Framework 

Audited 

Outcome 

Audited 

Outcome 

Audited 

Outcome 

Original 

Budget 

Adjusted 

Budget 

Full 

Year 

Forecast 

Budget 

Year 

2016/17 

Budget 
Year +1 
2017/18 

Budget 
Year +2 
2018/19 

EXPENDITURE: 

1 










Oneratinci expenditure of 











Transfers and Grants 

















208 

208 

205 


229 

National Government: 


127 957 

141 703 

163 741 

208 884 

884 

884 

638 

217 768 

090 

Local Government Equitable 






204 

204 

202 


226 

Share 


124 157 

138 190 

161 207 

204 754 

754 

754 

533 

215 623 

945 

Municipal Systems 











Improvement 


1741 

838 

934 

930 

930 

930 

- 

- 

- 








1 

1 

2 


Finance Management 


800 

1550 

1600 

1675 

1675 

675 

810 

145 

2145 








1 

1 



EPWP Incentive 


1260 

1125 


1525 

1525 

525 

295 


“ 

Other transfers/grants 











[insert description] 











Provincial Government: 


. 

. 

. 

328 

328 

328 

328 

. 

. 

LED Learnership Grant 





328 

328 

328 

328 

- 

- 

Other transfers/grants 











[insert description] 


















4 

2 



District Municipality: 


2104 

1778 

3 475 

2 933 

4 907 

907 

100 

- 

- 
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CDM: Other grant 



- 

431 

- 

1975 

1 

975 

2 

100 

- 

- 

CDM: Landfill Site 


2 104 

1778 

3 044 

2 933 

2 933 

933 

_ 

_ 

_ 

Other grant providers: 











[insert description] 











Total operating expenditure of 
Transfers and Grants: 


130 061 

143 481 

167 216 

212 145 

214 

119 

214 

119 

208 

066 

217 768 

229 

090 

Caoital exoenditure of Transfers 

and Grants 

National Government: 


38 836 

14 650 

32 788 

62 128 

82 128 

82 

128 

51 

466 

55 

343 

58 463 

Municipal Infrastructure 

Grant (MIG) 


34 836 

10 602 

31777 

52 128 

72 128 

72 

128 

51 

466 

55 

343 

58 463 

Other capital 
transfers/grants [INEG] 


4 000 

4 048 

1011 

10 000 

10 000 

10 

000 

_ 

_ 

_ 

Provincial Government: 


_ 

. 

. 

. 

. 

. 

_ 

. 

. 

Other capital transfers/grants 
[insert description] 











District Municipality: 



250 

94 

50 

106 

106 




CDM: Other grant 



250 

94 

50 

106 

106 

- 

- 

- 

Other grant providers: 











[CDM Other Grants] 











Total capital expenditure of 
Transfers and Grants 


38 836 

14 900 

32 882 

62 178 

82 234 

82 

234 

51 

466 

55 

343 

58 463 

TOTAL EXPENDITURE OF 
TRANSFERS AND GRANTS 


168 897 

158 381 

200 098 

274 323 

296 

354 

296 

354 

259 

532 

273 111 

287 

553 


Councillor and employee benefits 

Table MBRR SA22 - Summary councilor and staff benefits 


Summary of 
Employee and 
Councillor 
remuneration 

2012/13 

2013/14 

2014/15 

Current Year 2015/16 

2016/17 Medium Term Revenue & Expenditure 
Framework 

R thousand 

Audited 

Outcome 

Audited 

Outcome 

Audited 

Outcome 

Original 

Budget 

Adjusted 

Budget 

Full Year 
Forecast 

Budget Year 
2016/17 

Budget Year 
+1 2017/18 

Budget Year 
+2 2018/19 

Councillors (Political 

Office Bearers plus 

Other) 

A 

B 

C 

D 

E 

F 

G 

H 

1 


68 


Basic Salaries and 
Wages 

Pension and UIF 
Contributions 

14 015 

11906 

12 945 

12 114 

12114 

12 114 

15 056 

16 140 

17 253 

Medical Aid 

Contributions 

Motor Vehicle 

Allowance 


1824 

1490 

3 906 

3 906 

3 906 

2 401 

2 574 

2 751 

Cellphone 

Allowance 


1 155 

1160 

1415 

1415 

1415 

1327 

1423 

1521 

Housing Allowances 
Other benefits and 










allowances 



200 

699 

699 

699 

721 

773 

827 

Sub Total - 
Councillors 

14 015 

14 885 

15 795 

18134 

18134 

18 134 

19 505 

20 909 

22 352 

% increase 


6.2% 

6.1% 

14.8% 

- 

- 

7.6% 

7.2% 

6.9% 

Senior Manaaers of 

the Municioalitv 










Basic Salaries and 
Wages 

Pension and UIF 
Contributions 

3 391 

4 805 

5 994 

5 892 

5 937 

5 937 

6 617 

7 093 

7 582 

Medical Aid 

Contributions 










Overtime 










Performance Bonus 
Motor Vehicle 



- 

485 

485 

485 

806 

864 

924 

Allowance 







- 

- 

- 

Cellphone 

Allowance 







74 

80 

85 

Housing Allowances 
Other benefits and 










allowances 










Payments in lieu of 
leave 










Long service awards 
Post-retirement 










benefit obligations 










Sub Total -Senior 
Managers of 

Municipality 

3 391 

4 805 

5 994 

6 377 

6 422 

6 422 

7 497 

8 037 

8 592 



41.7% 

24.7% 

6.4% 

0.7% 

- 

16.7% 

7.2% 

6.9% 

Other Municipal Staff 










Basic Salaries and 
Wages 

31 442 

37 997 

41 598 

54 007 

60 039 

60 039 

55 938 

55 462 

54 972 

Pension and UIF 
Contributions 

7183 

7 833 

8 339 

10 095 

10 095 

10 095 

10 755 

11529 

12 325 

Medical Aid 

Contributions 

1767 

1979 

2 090 

2 576 

2 596 

2 596 

200 

214 

229 

Overtime 

852 

1231 

1387 

1205 

1378 

1378 

1454 

1559 

1667 

Performance Bonus 
Motor Vehicle 

- 

- 

- 

485 

485 

485 




Allowance 

2 391 

2 691 

3 389 

4 019 

4 049 

4 049 

5 386 

5 774 

6 172 

Cellphone 

Allowance 

- 

47 

356 

435 

540 

540 

382 

376 

371 

Housing Allowances 
Other benefits and 

157 

162 

158 

284 

603 

603 

28 

30 

32 

allowances 

4 225 

2 909 

3 687 

7 794 

4 558 

4 558 

5 414 

5 803 

6 204 

Payments in lieu of 
leave 

3 044 

2 185 

2 601 

981 

1271 

1271 

1327 

1465 

1566 


69 


Long service awards 
Post-relirement 
benefit obligations 

- 

398 

650 

106 

189 

189 

61 

66 

70 

Sub Total - Other 
Municipal Staff 

51 060 

57 430 

64 255 

81 987 

85 802 

85 802 

80 944 

82 278 

83 607 

0 


12.5% 

11.9% 

27.6% 

4.7% 

- 

(5.7%) 

1.6% 

1.6% 

Total Parent 
Municipality 

68 465 

77 121 

86 044 

106 498 

110 359 

110 359 

107 947 

111 224 

114 551 



12.6% 

11.6% 

23.8% 

3.6% 

- 

(2.2%) 

3.0% 

3.0% 

TOTAL SALARY, 
ALLOWANCES & 
BENEFITS 

68 465 

77 121 

86 044 

106 498 

110 359 

110 359 

107 947 

111 224 

114 551 


12.6% 

11.6% 

23.8% 

3.6% 

_ 

(2.2%) 

3.0% 

3.0% 

TOTAL MANAGERS 
AND STAFF 

54 451 

62 236 

70 249 

88 364 

92 225 

92 225 

88 442 

90 315 

92 199 


Table MBRR - SA24 Summary of personnel numbers 
LIM355 Lepelle-Nkumpi - Supporting Table SA24 Summary of personnel numbers 


70 


Summary of Personnel Numbers 

Ref 

2014/15 

Current Year 2015/1 

Number 

1,2 

Positions 

Permanent employees 

Contract 

employees 

Positions 

Permanent 

employees 

e 

Municipal Council and Boards of Municipal 
Entities 








Councillors (Political Office Bearers plus Other 
Councillors) 


57 

5 

52 

57 

5 


Board Members of municipal entities 

4 







Municipal employees 

5 







Municipal Manager and Senior Managers 

3 

6 


6 

6 

- 


Other Managers 

7 

20 

13 


23 

15 


Professionals 


77 

66 


80 

61 


Finance 


11 

10 


10 

9 


Spatial/town planning 


6 

4 


9 

7 


Information Technology 


1 

1 


1 

- 


Roads 


2 

2 


1 

1 


Electricity 





1 

1 


Water 








Sanitation 








Refuse 


2 

1 


2 

1 


Other 


55 

48 


56 

42 


Technicians 


15 

7 

1 

14 

4 


Finance 





- 

- 


Spatial/town planning 


1 

- 


1 

- 


Information Technology 


2 

2 


2 

2 


Roads 


1 


1 

4 

1 


Electricity 


3 

2 


1 

1 


Water 








Sanitation 








Refuse 


1 

1 





Other 


7 

2 


6 

- 


Clerks (Clerical and administrative) 


59 

54 


59 

55 


Service and sales workers 


49 

47 





Skilled agricultural and fishery workers 








Craft and related trades 








Plant and Machine Operators 


22 

19 


21 

19 


Elementary Occupations 


89 

69 


103 

72 


TOTAL PERSONNEL NUMBERS 

9 

394 

280 

59 

363 

231 
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S Monthly targets for revenue, expenditure and cash flow 

See attached copy of the Annual Budget for the following tables 

• TABLE MBRR SA25 - Budgeted monthly revenue and expenditure - see attached 
copy of the Annual Budget 

• TABLE MBRR SA26 - Budgeted monthly revenue and expenditure (municipal vote) 

• TABLE MBRR SA27 - Budgeted monthly revenue and expenditure (standard 
classification) 

• TABLE MBRR SA28 - Budgeted monthly capital expenditure (municipal vote) 

• TABLE MBRR SA29 - Budgeted monthly capital expenditure (standard classification) 

• TABLE MBRR SA30 - Budgeted monthly cash flow 

S Annual budgets and SDBIPs - internal departments 

• Water Services Department 

Lepelle-Nkumpi Municipality is not a water service authority 

Contracts having future budgetary implications 

In terms of the Municipality’s Supply Chain Management Policy, no contracts are awarded 
beyond the medium-term revenue and expenditure framework (three years). In ensuring 
adherence to this contractual time frame limitation, all reports submitted to either the Bid 
Evaluation and Adjudication Committees must obtain formal financial comments from the 
Financial Management Division of the Treasury Department. 

Capital expenditure details 

S See attached budget tables 

See attached copy of the Annual Budget for the following tables 

• TABLE 48:MBRR SA 34a - Capital expenditure on new assets by assets class 

• TABLE 49:MBRR SA 34b - Capital Expenditure on the renewal of existing assets 
by assets class 

• TABLE 50:MBRR SA 34c - Repairs and maintenance expenditure by assets class 

• TABLE 51: MBRR SA34d- Depreciation by assets classification 

• TABLE 52:MBRR SA 35 - Future financial implications of the capital budget 

• TABLE 53 :MBRR SA 36 - Detailed capital budget per municipal vote 
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• TABLE 54: MBRR SA 37- Projects delayed from previous financial year 

2.14 Legislation compliance status 

Compliance with the MFMA implementation requirements have been substantially adhered 

to through the following activities: 

1. in year reporting 

• Reporting to National Treasury in electronic format was fully complied with on a 
monthly basis. Section 71 reporting to the Executive Mayor (within 10 working days) 
has progressively improved and includes monthly published financial performance on 
the Municipality’s website. 

2. Internship programme 

• The Municipality is participating in the Municipal Financial Management Internship 
programme and has employed 5 interns undergoing training in various divisions of 
the Financial Services Department. 

3. Budget and Treasury Office 

• The Budget and Treasury Office has been established in accordance with the MFMA. 

4. Audit Committee 

• An Audit Committee has been established and is fully functional. 

5. Service Delivery and Implementation Plan 

• The detail SDBIP document is at a draft stage and will be finalized after approval of 
the 2016/17 MTREF in August 2016 directly aligned and informed by the 2016/17 
MTREF. 

6. Annual Report 

• Annual report is compiled in terms of the MFMA and National Treasury requirements. 

7. MFMA Training 

• The MFMA training module in electronic format is presented at the Municipality’s 
internal centre and training is ongoing. 

8. Policies 

• An amendment of the Municipal Property Rates Regulations as published in 
Government Notice 363 of 27 March 2009 was announced in Government Gazette 
33016 on 12 March 2010. The ratios as prescribed in the Regulations have been 
complied with. 

2.15 Other supporting documents 

See attached copy of the Annual Budget for the following supporting tables 

• TABLE 55: MBRR SA 1 - Supporting detail to budgeted financial performance 

• TABLE 56: MBRR SA 2 - Matrix financial Performance budget ( revenue 
source/expenditure type and department) 
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TABLE 57: MBRR SA 3 - Supporting detail to statement of financial position 


• TABLE 58: MBRR SA 9 - Social, economic and demographic statistics and 
assumptions 

• TABLE 59: MBRR SA 32 - List of external mechanisms 
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